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A Background to Meet 
Today’s Problems 


The accumulated experience of the First National 
Bank of Chicago covers sixty-eight years. During 
that time the bank has seen the nation pass through 
many business cycles, each with its succession of 
complicated economic factors. Each of these phases 
in turn has created its own special problems. 


To meet specifically the requirements of business, 
the Divisional Organization of the First National 
Bank was developed in 1905. This distinctive 
feature brings bankers into immediate contact with 
officers who are specialists in the requirements of 
correspondents. The long and valuable experience 
of the bank thus becomes immediately applicable to 
the problems of today. 


The First National 
Bank of Chicago 


Affiliated 
First Union Trust 
and Savings Bank 


ESTABLISHED 1863 — CHARTER NUMBER EIGHT 
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Behind the Bond News 


WO powerful forces have been ex- 

erting an influence on bond prices 

recently, and their pull has been in 
opposite directions. First, there has 
been Washington, which has been a de- 
pressant, and, second, there has been the 
intensified easy money campaign of the 
Federal Reserve, which has imposed 
pressure on banks to increase their 
credit. One way is to buy bonds. Of 
the two forces, Washington has had 
slightly the better of the tug-of-war. 

It becomes increasingly clear that the 
bond market will not be able to give a 
good account of itself until the Congress 
adjourns. The unconscionable delay in 
balancing the budget, the political 
maneuvers toward inflation of the cur- 
rency, the aims of Senator Glass to re- 
strict bank investment in bonds and to 
disrupt the distributive machinery of 
the market—all Washington news of 
this character imposes a barrier before 
which bond prices quite naturally give 
ground. 

Yet in spite of the deflationary at- 
mosphere enveloping Congress the Fed- 
eral Reserve has been trying, with a 
vigor unparalleled in the history of 
banks of issue, to halt the fall in prices 
through achieving an increase in mem- 
ber bank credit. The bold policy 
adopted by the Federal Reserve au- 
thorities shows that they are alive to 
the exigencies of the situation, but they 
have been rather powerless to accom- 
plish genuine results. Member banks 
can now put out substantially more 
credit only through the bond market. 
Such buying of bonds as they have 
done, however, has been confined to 
Treasury issues and the higher grade 
state and municipal obligations. Thus the market has been 
too selective to be especially impressive. 


LEAGUE OF NATIONS’ LOANS 


NE of the most unfortunate events that has befallen 

the bond market during the depression occurred re- 
cently. That event is the shattering of the service record of 
the League of Nations’ loans. Greece defaulted entirely the 
May 1 service on a League loan, and Bulgaria is reducing 
for six months its external debt payments. 

In a purely financial way these are developments of 
some importance to the American investor. While the 
United States may have held aloof from the League of 
Nations, this country was second only to Great Britain 
in subscribing to bonds floated under League auspices. Out 
of the total of £81,805,000 of nine League loans offered in 


all countries the American participa- 
tion, confined to seven loans, was $82,- 
000,000. Approximately $200,000,000 
of the aggregate amount was floated in 
London. 

The League loans, however, have a 
significance far beyond the actual 
amount of funds involved. No loans 
have ever been made with greater care, 
and none has had the benefit of such 
expert watching. The League vouched 
for the need of funds in the various 
borrowing countries; it occupied a 
prominent role in the loan negotiations, 
proffering the assistance of its experts, 
and it even kept a close check on the 
disbursement of the borrowed funds, 
thus giving assurance that the moneys 
were being productively employed. No 
League loan has suffered from the taint 
of misuse of funds. 

If loans like these are to be allowed 
to default, then one cannot blame in- 
vestors for developing, as they now are, 
a deep distrust for nearly all securities. 
It should be pointed out, though (a 
fact which may be regarded as mitigat- 
ing somewhat the circumstances of de- 
fault), that the League loans were made 
only to countries whose credit required 
nursing with great care, countries so 
hard put to it to make ends meet that 
they could not borrow unaided. 


AUSTRIA WAS FIRST 


HE first of the seven League loans 

in which the United States partici- 
pated was the reconstruction loan to 
Austria in June, 1923. The issue 
amounted to $126,000,000 all told, with 
11 countries participating in the offer- 
ing. The American portion, totaling 
$25,000,000, was brought out by a comprehensive syndicate 
headed by J. P. Morgan & Co. The price was 90, the cou- 
pon 7 per cent and the yield slightly more than 8 per cent. 
This loan is guaranteed 2414 per cent by Great Britain, 
2416 per cent by France, 2414 per cent by Czechoslovakia, 
201% per cent by Italy, 2 per cent by Belgium, 2 per cent 
by Sweden, 1 per cent by Denmark and 1 per cent by 
Holland. 

Second among the League loans was £14,386,583 of 
Hungarian 74s, of which the American participation was 
$7,500,000. The bonds here bore a price originally of 8714, 
to yield 8.85 per cent. The third League loan came in 1924. 
It was a £12,300,000 issue of Greek 7s, with this country 
taking $11,000,000 at a price of 88. The fourth and seventh 
loans were the two issues of Free City of Danzig bonds 
brought out in London, in (CONTINUED ON PAGE 783) 
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We’re pretty good Bankers 


E all good bankers, we're primarily inter- 
ested in making safe and profitable in- 


vestments with our customers’ money. So we 
take the money deposited in our stores and 
invest it in food wherever the best food is 
grown. 

And upon demand, we return our customer's 


OURSELVES 


form of savings. 

Like any banker, we sometimes invest our 
depositors’ money locally, sometimes far from 
home. It entirely depends upon the type of 
food our customers want, and the interest rate 
or savings they expect. 

We've won over so many depositors by these 
very simple banking practices, that now we 
have to seek investments in practically every 
section of the country. 

As a result, in all of the states where we 
have stores we buy huge quantities of food. 


And in most of these states we are the 
biggest single customer the local food pro- 
ducers and growers have. 


The Great ATLANTIC & PACIFIC Tea Company 


1932 


As 
P BANK 
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BANKING AND FINANCE 

HE Glass Banking Bill, revised 
Ty its sponsor for a third time, 

was reintroduced into the Senate 
in early May. While the measure em- 
bodied most of the recommendations 
made by the Federal Reserve Board, it 
failed to accord with the views of many 
bankers. 

On May 4 Senator Glass agreed to 
two important changes demanded by 
banking interests, increasing the period 
within which security affiliates must be 
divorced from three to five years, and 
eliminating the provision allowing na- 
tional banks to establish branches with- 
in a fifty-mile radius regardless of state 
lines. 

The Economic Policy Commission of 
the American Bankers Association in a 
report on Governor Eugene Meyer’s 
proposal for an unified banking system, 
declared it would be “setting up a po- 
tentially dangerous degree of political 
domination over the country’s economic 
life.” 

In the second week of April the Fed- 
eral Reserve System embarked upon a 
revolutionary experiment in open mar- 
ket operations. It had been buying Gov- 
ernment paper at the vigorous rate of 
$24,000,000 a week since February 24; 
but with the week ended April 13 it 
quadrupled its purchases. Since then it 
has been buying Governments at the 
unprecedented rate of $100,000,000 a 
week. Though still too early to judge 
ultimate effects, it is worth while noting 
that between February 24 and May 11 
New York City member bank loans and 
investments showed an increase against 
a decline of $603,000,000 in the pre- 
vious two months, and the banks came 
into possession of a very large volume 
of excess reserves. 

New York City clearinghouse banks 
adopted a novel method of calculating 


interest April 19. They now deduct re- 
quired reserves from balances on which 
interest is paid. Saving of about one- 
eighth in interest thus results on de- 
mand deposits. 

Demands have been redoubled for 
national or international monetary ac- 
tion regarding silver. On May 13 the 
House Committee on Coinage approved 
a resolution asking President Hoover 
to call an international conference. Re- 
cent callers on the President assert that 
he will do so. 

Disturbed confidence in United States 
finance started another outflow of gold 
from the United States in late April. 
Simultaneously leading foreign ex- 
changes moved against the dollar and 
remained for some time at or above the 
gold export point. 

The Federal Reserve System an- 
nounced May 12 that the provisions of 
the Glass-Steagall Act permitting the 
use of Government securities as back- 
ing for Federal Reserve notes had been 
put to use. 

Much financial interest was aroused 
during the second week of May by re- 
ports that the Bank of England was 
about to start an anti-deflation open 
market policy similar to that being 


followed by the Federal Reserve Sys- 


tem. 


On May 12, President Hoover, after | 


consultations with Democratic leaders, 


proposed a three-point Federal relief | 


program to stimulate private business 
in reproductive enterprise, to advance 
money for self-liquidating projects in 
states and municipalities, and to lend to 
states money for unemployment relief. 
Under this proposal the debenture-issu- 
ing powers of the Reconstruction Fi- 
nance Corporation would be expanded 
by $1,500,000,000, bringing total funds 
that could be raised by the corporation 
from $2,000,000,000 to $3,500,000,000. 


What IS a 
NON-STOP 
Check ?. 


Safety-Shipment 
CHECKS 


Are NON-STOP Checks! 


INVESTIGATE 


SAFETY SHIPMENT CORPORATION 
HARVEY PAGE, GENERAL MANAGER 
NEW YORK CENTRAL BUILDING 


230 PARK AVENUE NEW YORK CITY 


THAN 
$500,000,000 
RESOURCES 


ECURITY - First 
NATIONAL BANK 
OF LoS ANGELES 


Fully equipped to doevery kind 
of banking and trust business 
with branches in 61 communi- 
ties, extending from Fresno and 
San Luis Obispo to Imperial 
Valley. 


When a banker has valued customers 
leaving for Southern California, he 
will do them a favor by giving them 
letters of introduction to Security- 
First National Bank. 
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What an enormous amount of time and expense 
is spent in the advancement of metheds and 
systems to guard against criminal manipulation 
of cheeks. The close scrutiny of signatures for 
forgery, ... issuance of checks with the latest 
type check protectors,... careful investigation 
of endorsements, signatures, ete. 

All of this conscientious effort to outwit the 
erook comes to nought if the check paper is not 
equally an obstacle to criminality. 

Gilbert Safety Bond is a worthy component 
of this protective defense. It is a high grade rag 
content bond paper, manufactured in white and 
six pastel colors. Its chemical nature helps 
defeat the most eareful and scientific at- 
tempt at erasure or chemical eradication. 


Let us mail you a sample book of this “‘Safest 
of Safety Papers.”’ 


GILBERT 


Safety 


GILBERT PAPER COMPANY - Menasha, Wis. 


By mid-May the rapidly mounting 
Treasury deficit had crossed the $2,. 
500,000,000 mark and was headed for 
$3,000,000,000. Expenditures for the 
fiscal year 1931-1932, with six weeks 
remaining, were $4,205,140,480, an in- 
crease of $661,964,000 over last year, 
and receipts were $1,707,877,514, a de- 
crease of $891,519,000. The deficit for 
the preceding fiscal year was $902.- 
716,845. 


FINANCIAL AND COMMODITY 
MARKETS 


NERVOUS and frightened by the con- 
tinued instability and irresponsibility 
displayed by Congress, the financial 
markets continued weak during the past 
month, with stocks falling almost un- 
interruptedly during the latter half of 
April and the first week in May. The 
President’s sharp warning to Congress 
on May 5 brought some confidence 
back. The investigation of the organized 
markets, likewise, was a constant cause 
of disquiet in Wall Street. 

Among the more important events 


| were the passing of the United States 


Steel Corporation dividend on April 26, 
and announcement of a further 15 per 
cent wage reduction by the same com- 
pany on May 6; appointment of re- 
ceivers for the Middle West Utilities 
Company and several subsidiaries, on 
April 15; and the unfolding of an amaz- 
ing story of criminal misrepresentation, 
deception, and forgery behind the col- 
lapse of the vast Kreuger interests. 

In late April the Interstate Com- 
merce Commission, in passing on an 
application for a Reconstruction Fi- 
nance Corporation loan by the St. 
Louis-San Francisco railroad, made the 
loan contingent upon a reorganization 
of the road’s financial structure. Stat- 
ing that the road is overcapitalized, the 
loan was made contingent upon some 
plan to reduce fixed charges, a plan for 
which it said must be filed by July 1. 
Assumption of such power was widely 
criticised. Should the ruling denote a 
policy, the ramifications are very wide- 
spread. The ruling was regarded as of 
great significance to all bondholders. 

A winter wheat crop 42 per cent be- 
low 1931 and 18 per cent below nor- 
mal was forecast by the Department of 
Agriculture May 10. The crop is esti- 
mated to be 441,000,000 bushels. The 
Spring wheat acreage is estimated to be 
10 per cent below last year by the Fed- 
eral Farm Board. The prospective re- 
duction in the crop has raised consider- 
able hopes that the huge carryover of 
wheat may be somewhat reduced this 
season. 


VIII 
| 
| 
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AT WASHINGTON 
OUTSTANDING during the past four 
weeks have been antics of the Senate 
Finance committee in attempting to 
produce a sound revenue bill in the 
shadow of a Presidential election and 
in the face of what is said to have been 
the greatest swarm of lobbyists that ever 
infested the Capitol. 

Hearings were conducted between be 
April 12 and 22, and the committee Vo pee 
then went to work to construct a rev- i) 
enue bill. For two weeks it floundered, 
writing in tariff proposals, then striking 
them out, only to write them in again. 
At such an impasse President Hoover, 
provoked by the persistent delay, un- 
expectedly on Thursday, May 5, de- 
manded swift action. He declared that 
uncertainty concerning the budget was 
seriously disturbing the nation and un- 
settling confidence. 

This warning brought quick results. 
Secretary Mills sat in with the Senate 
committee on Friday morning, and 
within three hours a bill emerged, rep- ~ Leah 
resenting a compromise between the 
committee’s ideas and those of the 
Treasury. The bill as reported for- 
mally by Senator Smoot, chairman of 
the committee, on May 9, carried pro- 
visions for raising $1,030,000,000. It 


carried higher normal and surtax rates a 
on incomes of individuals than those in i mS 
the House bill, also a higher rate of *ceenull = 


corporation incomes; identical inheri- 
tance taxes, higher admission taxes, in- 
creased automobile excises, additional 
postal increases affecting second class 
mail; generally lower telephone and 
telegraph message taxes, lower stock 
and bond transfer taxes, a levy on bank 
checks and drafts, a considerably higher 
excise on home brew and home-made O 

wine ingredients, two additional tariff NE of the 410 offices through 
items, on copper and lumber, and an 
import tax on rubber, the last alone | 
estimated to raise $53,000,000. 

While the Senate Finance committee 
spondent service. —-—: Head offices are in the two Federal 
tion by numerous activities almost 
equally unsettling sentiment. These in-/ Reserve cities in California: Los Angeles and San Francisco 
cluded consideration of several soldiers 
bonus proposals; the passage of the 
Goldsborough “reflation” bill; a revolt 
against the administration’s economy 
program scarcely less violent than that 
conducted against the sales tax a month BANK OF AMERICA 
previous; and a favorable committee re- NATIONAL TRUST & SAVINGS ASSOCIATION 


port on the Steagall bill for the guar- 

anty of bank deposits. The soldiers’ CA ae 
bonus idea, which, in one way or an- 
other would have raised upwards of 
$2,000,000,000 for the cash payment of 
veterans’ bonus certificates due 12 years 
hence, was (CONTINUED ON PAGE 785) 


Main office in 
SAN DIEGO 
Population 
147,995 


which this banking organization renders statewide corre- 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America, a California State Bank, are identical in ownership and management 


4 
we 


in St. Louis 


SOUND MANAGEMENT 


HAS MADE 
ST. LOUIS’ LARGEST BANK 


The Twenty-Ninth Largest Bank in the United States 


RESOURCES OVER 
190,000,000.00 


FIRST NATIONAL BANK 
IN ST. LOUIS 
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First Aid to Borrowers 


ANKERS today throughout 
the country are leaders in the 
effort to inject sound, profit- 

making methods into the veins of 
trade and industry. Bankers and 
customers are being brought to- 
gether on a basis of necessary co- 
operation that is actually saving 
many companies from bankruptcy 
or receivership, and others from ob- 
livion as a result of the depression 
or changing trade conditions. And 
in many of these cases, the compan- 
ies themselves with aid from their 
bankers are being restored to an 
even better state of financial health 
and are being geared for wider op- 
erations and increased profits with 
the improvement of general bus- 
iness. 

Exceptional cases of reorganiza- 
tion reach the news columns of daily 
papers, but for every one case that 
is publicized, there are numerous 
others equally outstanding in ac- 
complishment that are handled 
without publicity—and for very 
good reasons. This applies all down 
the line regardless of size of com- 
pany, bank or town, and reserve 
city and country bankers alike are 
going about their jobs daily in ef- 
forts to handle these problems of 
the rehabilitation of local enter- 
prises. 


The JOURNAL presents ten 
fact stories, typifying bank 
leadership in getting better 
profits for their customers. 
These transcripts from bank 


files show how increased 


earnings follow changes in 

sales, merchandising, pro- 

duction and personnel recom- 

mended and supervised by 
bankers 


But just how this first aid has 
been and is being rendered in spe- 
cific cases the country over has not 
been told, in spite of the value that 
the methods employed unquestion- 
ably hold for other bankers. 

So, to provide some outstanding 
examples of first aid methods that 
are proving successful was the pur- 
pose of a survey conducted during 
the past 60 days by the JOURNAL. 
Several hundred bankers, repre- 
senting a cross-section of the field, 
were canvassed. Fact stories briefly 
stated—just plain facts, nothing 
fancy—were requested, with figures 
or percentages where available. 

These related to the situations of 
local manufacturers or industrials, 
wholesalers or distributors, retail- 
ers, chain stores and other accounts. 
We requested statements of (1) the 


original problem or situation, (2) 
the ideas or plans devised and put 
into effect by the banker, and (3) 
the results of these remedial meas- 
ures as revealed by the company’s 
subsequent progress achieved in 
spite of generally unfavorable con- 
ditions. 

The reporting bankers covered a 
wide field in their selections—chain 
store reorganizations and numerous 
plans applied to manufacturers in 
a number of industries, wholesalers, 
importers and retailers of widely 
differing lines, hotels, a small city 
newspaper chain, farm cooperatives, 
a packing firm, ranchers and farm 
properties affected by the drop in 
agricultural prices. 

That these fact stories are typical 
of the work being done by bankers 
everywhere is evidenced by com- 
ments like these: “The cases are 
taken from our credit files and if op- 
portunity permitted, I could give 
you hundreds like them’—“We 
have others in process which are 
showing real signs of improvement” 
—“We have selected one of the typ- 
ical cases which we have assisted” — 
“If you want more, I shall be glad 
to respond”. 

The JOURNAL presents in this 
series of articles some of the more 
concise and resultful cases grouped 
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according to major business classifica- 
tions. This month the cases pertain to 
chain stores and manufacturers. Other 
bankers can read into these descriptions 
the names and situations of their local 
borrowers whose cases are similar and 
whose problems are yet to be solved. 
In this article alone nearly a dozen 
examples of the re-arranged financial 


I. CHAIN STORES 


NE company, a grocery chain with 

annual sales of over $240,000,000, 
had had an unprecedented and abnor- 
mal growth during five years up to 1929. 
The number of units had increased 200 
per cent. But price wars, operating prpb- 
lems beyond the capacity of the man- 
agement, and loss in sales decreased net 
operating profits from $1,500 per unit 
in 1924 to little more than $1,000 in 
1929. 

Two years ago five out of six senior 
officers resigned and the banker’s repre- 
sentative on the board was asked to as- 
sume responsibility for management. 
The new management undertook to re- 
build morale and correct errors, as well 
as to rebuild the company from the bot- 
tom up. 

Accounting and auditing practices 
were revised, and an expense-budget 
plan installed. Unprofitable units were 
closed. Plans were worked out for mak- 
ing the company an institution in the 
minds of customers and employees. A 
foundation for research work in foods 
and dietetics was established to set 
standards for grading foods sold by the 
company and to solve dietetic problems 
for customers. This was featured in an 
extensive advertising campaign. Space 
was devoted to building consumer con- 
fidence in store personnel and in the 
quality of goods sold. Training schools 
for store managers and personnel were 
opened. Stores were remodeled, packag- 
ing of company brands was improved. 
New types of stores were opened. Op- 
erating expenses were reduced. A de- 
partment of public relations was estab- 
lished to promote goodwill between the 
company and the communities in which 
it operates. 

In a year a marked change took place. 
Common stock earnings increased 28 
per cent in 1931 over 1930, while inven- 
tories decreased 16 per cent. Cash and 
Government securities increased 19 per 
cent, and current ratio rose from 3.13 


set-ups of corporation customers are 
given—each one in a fact story told by 
the banker himself. You find also 
banker participation in merchandise 
management—re-packaging, re-pricing, 
old products discontinued and new items 
added. In sales—sales managers em- 
ployed, higher priced lines discontinued, 
new and trained personnel introduced. 


Phase of 


to 4.27 to 1. Turnover ratio of inven- 
tories (the ratio of inventories at cost 
prices to total net sales) increased as 
follows: 9.5 (1928), 12.8 (1929), 13.4 
(1930), and 14.8 (1931). 

Sales from January 3 to March 26, 
1932 showed a decrease of 14 per cent 
with a decline of 5 per cent in a number 
of stores operating over the correspond- 
ing period in 1931. During the year 
ended February 15, 1932, retail food 
prices declined 17.1 per cent. 


ASKED BANKERS TO HELP 


ANOTHER company, a chain of small 
department stores, consists of small 
stores in medium-sized cities. Very suc- 
cessful prior to “chain store age”, profits 
due to lack of competition, low expenses, 
and fortunate buying. 

Company expanded from 1927 to 
1929: number of units increased 50 
per cent, sales nearly 50 per cent. 
Profits increased only 15 per cent. By 
1929 cash had been reduced over 50 
per cent, current liabilities increased 50 
per cent, and inventories 50 per cent. 

At beginning of 1930 sales were de- 
clining rapidly; inventories were large 
and unbalanced, large stocks having 
been purchased at 1929 peaks. New 
units were uncoordinated because of 
lack of plan of consolidated operation 
and no central direction of the com- 
pany. There was no control over pur- 
chases, inventory or expenses. 

In March, 1930, bankers were asked 
to assist in correcting conditions. For 
some time they had been aware of situ- 
ation and had urged corrections, but 
suggestions had been rejected during the 
boom period when company’s securities 
were steadily rising in price. The 
bankers accepted the invitation and as- 
signed a staff expert to aid in the solu- 
tion of the problem. - 

In addition a controller was installed 
to develop mechanism for securing and 
analyzing current monthly data on 
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In advertising—campaigns increased, 
others reduced. In production—a fac- 
tory manager employed, factory over- 
head curtailed. In personnel—wage re- 
ductions, salaries, deadwood. Banker 
cooperation in all, banker management 
in some. And definite improvement in 
every case. The following concise state- 
ments describe these situations. 


Re-Building Is a Job That Covers Every 


Corporation Management 


operations of each unit and each de- 
partment. By the fall of 1930 this in- 
formation was available. Mechanism 
for centralization of purchases and in- 
ventory control was set up. Merchan- 
dise was re-valued and re-priced with 
current revisions to keep units in com- 
petition with other stores in various 
cities. The velocity and amount of de- 
preciations were recorded and carefully 
controlled. By the early part of 1931 
this became effective. 

As the next step in rehabilitation the 
company controller and banker’s ex- 
pert worked out a means of expense 
control, adopting simplified classifica- 
tion and monthly expense reports for 
each unit. On all expenses which ap- 
peared inconsistent with averages thus 
obtained, efforts were begun for im- 
mediate reduction. This began to be 
effective in the fall of 1930. 

Sales volume had been obtained on 
an opportunistic basis and by artificial 
stimulus of cut prices, with consequent 
reduction of profit margins. By January, 
1931, a new sales planning program be- 
gan to be effective and sales increased 
materially during first seven months of 
the year. Sales for 1931 were less than 
3 per cent below 1930. 

In 1931 active supervision of the 
operations of units became effective. 
Store managers were being trained in 
principles and practices of modern re- 
tailing. About 20 per cent of local man- 
agers were replaced by more competent 
men after about six months. A group of 
trained retail merchandise managers 
were engaged to direct merchandising 
of certain related departments with 
satisfactory increases in sales and prof- 
its. This activity is now being extended. 

As a result, while there was a 20 per 
cent decline in 1930 sales, which, with 
falling prices and liquidation of excess 
inventory, caused a decline of almost 
40 per cent in profits, the company 
ended the year with a much improved 
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current ratio, with 45 per cent more 
cash, 20 per cent less inventory and 20 
per cent less current liabilities. 

The 1931 sales decrease was less than 
3 per cent. Falling prices and enforced 
inventory reductions were largely off- 
set by improved operating methods, and 
1931 profits were but 17 per cent below 
1930. Cash further increased by 20 per 
cent and inventory was reduced a fur- 
ther 25 per cent. Current liabilities in- 
creased to the 1929 total. 

With 75 per cent more stores in oper- 
ation at the end of 1931 than in 1927, 
sales were 25 per cent greater, while 
inventories increased but 20 per cent 
during this four-year period. The finan- 
cial position was sound and dividend 
payments on both preferred and com- 
mon stock had been maintained. 

The company’s operating methods 
have been greatly improved and the 
foundation has been laid for a sound 
business. Much remains to be done in 
determining individual policies for va- 
rious stores, and in further training of 
personnel. Perhaps two years more will 
be needed to effect the complete re- 
organization and develop the new 
methods to maximum efficiency. 


In the meantime a representative of 
the bankers keeps in close contact with 
the company and devotes about one- 
third or more of his time to guidance 
and assistance. 


DEPOSITS CONCENTRATED 


A GROCERY chain operating 110 
stores, originally built up by the man 
who still owns control but who is now 
inactive, is run by competent younger 
men. 

The financial problems of this firm 
had been increasingly difficult. It fol- 
lowed the plan of keeping bank balances 
in each community where it operated a 
store, and since this made it impossible 
to keep a large balance at any one bank, 
the credit problem was serious. The 
stores operated were not modern. New 
competitors offered more attractive 
store layouts and business slipped away. 
Rumors began to circulate in trade cir- 
cles that the firm was in financial 
straits. 

At this point the bank where the 
largest balance was carried was called 
in and has remained in close contact 
with the problems of the firm. 

The bank suggested a number of 


Protecting Bank Loans Can Often Save 


Businesses from Bankruptcy and for Owners 


CERTAIN corporation is in the 

commercial fixture business, an old 
established company employing fine 
craftsmen. In the boom days of 1928 
and 1929 the treasurer sold out. He was 
the financial man and in the years that 
followed the firm had occasion to regret 
his going, not only because they needed 
his counsel but because payment for 
his share had to come out of the earn- 
ings. 

The company was capitalized at 
around $500,000, and borrowed cur- 
rently from its bank in lots of $75,000 
at a time. When the slump came, it 
owed this amount. As times kept getting 
worse, the bank began to get closer and 
closer to the picture and uncovered 
more unfavorable news. Fixtures had 
been sold on payments to the extent of 
about $80,000 and most of these con- 
tracts became uncollectible. Those who 
took charge of the plant knew nothing 
of financial matters. 

When it became apparent that the 
firm was faced with bankruptcy, the 
bank assigned a man to the case who 
became in fact general manager. He un- 
dertook to collect the slow contract 
payments. He held daily conferences 


with the managing officers. When it be- 
came apparent that more severe action 
was necessary, he took it. He directed 
the management to call a meeting of the 
entire plant and place all cards on the 
table. Employees and officers alike were 
told that their salaries would be reduced 
to a mere subsistence level. Five officers 
who had money in the bank were in- 
structed to work for no salaries what- 
ever. 

These drastic measures enabled the 
plant to pay off a few pressing creditors. 
Then operating with a minimum over- 
head, it sought and obtained two con- 
tracts, one for a school house and the 
other for a state fair building. This 
brought in new money. 

Today more than half the bank loan 
has been paid off, the officers of the firm 
still own the business, and employees 
are not yet wards of the community. 
At the present rate of progress, whether 
business improves or not, the plant and 
business will eventually belong to the 
staff and management. 


A JEWELRY FIRM 


A FIRM manufacturing jewelry and 
with a long record of successful opera- 
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changes. It asked for an audit by a firm 
of accountants of national reputation. 
This was arranged and was immediately 
reassuring to the trade. It arranged that 
both bank balances and bank loans be 
concentrated in four banks, each of 
which granted a definite line of credit. 
Thus for the first time the firm’s man- 
agement was given some assurance of 
financial stability. 

The bank insisted that dividends be 
omitted on the stock, since dividends 
were not being earned after deprecia- 
tion, reserves and amortization were 
considered. 

Of the 21 merchandise divisions of the 
firm, four were abolished. Wages were 
reduced 10 per cent. 

Within less than one year, these 
policies began to show good results. The 
firm’s current balance sheet position im- 
proved from 2.3 to 1 to 3.10 to 1. Cash 
on hand became 32 per cent of current 
assets instead of the former figure of 
18 per cent. No employee has been dis- 
charged. The firm has a definite line 
of credit. Rumors have ceased. Trade 
relations are satisfactory, and the com- 
pany looks forward to better days as 
business generally improves. 


Il, MANUFACTURERS 


ation, was suddenly confronted at the 
height of the depression about six 
months ago with the death of a senior 
member of the firm of three. This, to- 
gether with almost a complete disap- 
pearance of an outlet for their mer- 
chandise, presented a very delicate situ- 
ation. A partnership agreement had pro- 
vided for the distribution of any one 
partner’s estate on death. 

We first incorporated the business, 
then procured a sales executive to fill 
the gap caused by the death referred 
to, and have about closed the deal for 
a factory manager with creative ability. 
We discontinued a branch sales office 
which had involved an expense of $26,- 
000 per year, refreshed all merchandise 
that had been in stock a certain period 
and melted a large part which we con- 
sidered obsolete. 

This company was faced with a debt 
of approximately $200,000, 35 to 50 
per cent of which had come from mer- 
chandise. With the cooperation of the 
remaining officials, we have repriced 
merchandise, adopted a _ budgetary 
schedule of operation and in four 
months have succeeded in reducing the 
indebted- (CONTINUED ON PAGE 778) 


Historically and geographically, 
2,000-year-old Lausanne pro- 
vides an interesting background 
for the latest conference on rep- 
arations. The Romans knew it as 
Lausonium and during the Mid. 
dle Ages it was frequently a bat- 
tleground for armies and _ the 
center of heated religious dis- 
putes. Lausanne is the capital of 
the Swiss canton of Vaud. Its 
population of 70,000 is pre- 
dominantly French speaking 


GALLOWAY 


Next, The Lausanne Conference 


ITH their eyes on 

America, their hands 

in empty pockets, their 
minds dominated by nation- 
alistic motives and their feet 
tangled in politics, the leaders of Europe soon will meet 
in Lausanne. Reparations constitute the raison d’étre, but all 
intergovernmental debts will be passed in review. From 
Versailles to London, Paris, Berlin, Washington, The Hague, 
Basle, Geneva, around and around, the road back from the 
war now leads to Lausanne. The forthcoming conference, 
like many of its predecessors, will seek to reach a permanent 
agreement, although the delegates will be obliged to work on 
the somewhat shifting sands of differing desires. 

The world vitally needs a settlement, for, if not the chief, 
the problem is one of the principal factors in delaying eco- 
nomic recovery. 

Primarily the question is one of the status of reparations 
when the moratorium expires June 30. Bruening says Ger- 
many cannot, will not pay more, while behind the weakened 
Chancellor looms the growing and less moderate Hitler and 
a nation depressed to the point of desperation. Added is the 
feeling of unfair treatment by elimination from the Young 
Plan of the clause contained in the Dawes plan providing 
automatic adjustment of reparations with price level changes. 

Facing the loss of $450,000,000 annually from Germany, 
the Allies ponder the problem of paying $250,000,000 or 
more annually to America on war debt account. Even the 
payments held unconditional by the Young Plan, and sacred 
by France, are less than the annual amounts due Washington. 

Not alone is the problem one of raising the funds, either 
by Germany or the Allies, but it is one of transferring 
them. To get the foreign exchange or the gold with inter- 
national trade and confidence at so low an ebb and with 
tariff walls so high, is a difficulty of the first magnitude. 

But depressed America, to whom all eyes inevitably turn, 
feels that she can not afford to forego revenue. She resents 


I. The Problem 
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Though Confronting Huge Obstacles, Statesmen 
Face the Imperative Need for a _ Settlement 


Europe’s effort to get relief at 
her expense, and her Congress 
has unequivocally declared 
against downward revision of 
the payments in a rider at- 
tached to ratification of the fast expiring one-year morato- 
rium. 

Tactically, two events regarded as slightly favorable re- 
cently have transpired. In France, the’ re-ascending Herriot 
is believed more cooperative, but his recent demand that 
America let Europe alone, and the unswerving French de- 
mand for security and preservation of the Versailles Treaty 
intact, preclude much expectation of adoption of a revisionist 
attitude. And even though France yielded somewhat, her 
yielding could hardly extend to the point where any German 
government could meet it. 

Secondly, Britain—the great mediator power—has gained 
financial strength and prestige in the past month or two. 
Coupled with this is some belief that suffering tends to make 
for cooperation. Yet of this there is some question; perhaps 
suffering tends for greater isolation. 

All these factors attest the divergent forces involved. Yet, 
withal, they but occupy the upper strata of the complex prob- 
lem. Below must be found the fundamentals. 

Reparation payments are based upon the theory of Ger- 
man war guilt, written into the Treaty of Versailles. In Ger- 
many, and elsewhere to a certain extent, this has been called 
vigorously into question. Concomitantly, depression suffering 
has brought insidiously an ethical breakdown manifested in 
a new attitude toward debt. No longer do international 
debtors feel the strength of moral obligation so fundamental 
for payment. The theory of ability to pay, already adopted 
in previous “‘settlements,” is enjoying great popularity, with 
ability written down to the lowest depths of depression. 

The whole trend is strengthened by the blame placed upon 
intergovernmental debts for damaging deflation and collapse 
of prices—or appreciation in the value of gold. In this the 
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proponents are finding backing in the demand by Basle ex- 
perts for a wider change than reparations alone. 

Contrasting with this is the creditor philosophy on which 
the present structure is built. In France this is strengthened 
by the demand for security, inevitable in a nation which has 
been invaded thrice in the last 100 years. This attitude ex- 
plains the tenacious French demands that the Treaty of 
Versailles remain inviolate. In its provisions France sees 
security; should the theory of war guilt and consequently 
reparations be set aside, she realizes that the whole structure 
would be shaken. 

Overshadowing all the obstacles is the world-wide demand 
for a settlement. Rightly or wrongly, responsibility for a 
major part of the world’s economic ills is persistently laid 
at the door of intergovernmental debts. 


II. The Reason 


On December 24, 1931, Financial Experts at Basle 
Reported That Action Was Most Urgently Needed 


T is evident * * * that Germany would be justified in de- 

claring—in accordance with her rights under the Young 
Plan—that in spite of the steps she has taken to maintain 
the stability of her currency she will not be able in the year 
beginning in July next to transfer the conditional part of 
the annuity. 

The committee, however, would not feel that it had fully 
accomplished its task and justified the confidence placed in it 
if it did not draw the attention of the governments to the 
unprecedented gravity of the crisis, the magnitude of which 
undoubtedly exceeds the “relatively short depression” en- 
visaged in the Young Plan—to meet which the “measures of 
safeguard” were designed. 

The Young Plan, with its rising series of annuities, con- 
templated a steady expansion in world trade, not merely in 
volume but in value, in which the annuities payable by Ger- 
many would become a factor of diminishing importance. In 
fact, the opposite has been the case. Since the Young Plan 
came into effect, not only has the trade of the world shrunk 
in volume but the very exceptional fall in gold prices that 
has occurred in the last two years has itself added greatly 
to.the real burden, not only of German annuities but of all 
payments fixed in gold. 

In the circumstances the German problem—which is large- 
ly responsible for the growing financial paralysis of the world 


It is fortunate for the world that an area like Switzerland 
exists, where international gatherings can feel at home 


741 


—calls for concerted action which the governments alone 
can take. 

But the problem has assumed a world-wide range. We can 
recall no previous parallel in time of peace to the dislocation 
that is taking place and may well involve a profound change 
in the economic relations of nations to one another. Action 
is most urgently needed in a much wider field than that of 
Germany alone. 


Ill. The Banking View 


The pe Bankers Association Last October 
Asked for a Realistic and Prompt Settlement 


T is now generally recognized that the conditions which 
are acute today in the United States have been brought 
about through events in other parts of the world, largely due 
to the economic consequences of the World War, which, by 
their very nature, require time and patience in their solu- 
tion. The near approach of the expiration of the interna- 
tional debt moratorium, which occurs July 1, 1932, carrying 
with it, as it does, uncertainties as to the ability of the na- 
tions concerned to resume the payment of their obligations 
at that time, is a very serious obstacle to the resumption of 
normal international trade and commerce. 

We, therefore, respectfully suggest to our Government the 
consideration of undertaking negotiations immediately to- 
ward accomplishing an extension of the moratorium until 
such time as seems necessary to allow sufficient recovery 
from present conditions to warrant the belief that adjusted 
payments can be resumed and that previous to the maturity 
of the moratorium, the capacity to pay of the nations con- 
cerned be reconsidered. 


IV. Europe’s View 


Excerpts from the “London Times” Show How 
Flatly Europe Puts the Problem Up to America 


N all responsible quarters here it is recognized that Ameri- 

can cooperation must be an essential element to any 

solution, whether the United States likes it or not, that with- 
out it, in fact, no solution is possible. .. . 


IT is part of the official French policy that in the present 
stage there can be no question of cancellation (of repara- 
tions), or even of a new plan to take the place of the Young 
Plan and of The Hague Agreements. 

French policy has been more explicitly stated, to the ef- 
fect that far-reaching concessions for the relief of the situa- 
tion in Germany might be made, but on the absolute 
condition that the principle of reparation payments should 
be upheld and the validity of existing agreements main- 
tained, even if they were temporarily inoperative. .. . 


SIGNOR Mussolini is understood to be himself the author 
of two articles in which reparation payments are denounced 
as one of the principal causes of the present depression, and 
an eloquent appeal is made for their immediate cancellation. 
And the renunciation of reparations is to be followed by the 
presentation of “a single front of the European debtors” to 
the United States in the matter of war debts. The Italian 
view agrees with the French that initiative cannot come from 
America: “it is Europe which must place before her the ac- 
complished fact.”’ But it disagrees with the French in insisting 
that a solution must be reached. (CONTINUED ON PAGE 774) 
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Handling Personnel 
in Times Like These 


Employees Are Either 


Assets or Liabilities 


By ALBERT M. JONES 


RAMOUNT in the minds of 
Pons banker and business man at 
this time is the reduction of opera- 
tion costs, and in nearly every instance 
the minds of these employers will vol- 
untarily turn to the matter of personnel 
cost. That is the one major operating 
expense which must be religiously met 
at regular stated intervals. Consequent- 
ly, its reduction and the return for its 
expense are being carefully analyzed. In 
considering personnel costs we find them 
divided into different categories. 

The first is the hiring cost, a truly 
variable one based on general condi- 
tions peculiar to supply and demand, 
location, and the amount of advertising 
and scouting required. In normal times 
it usually runs from $25 to $100 per 
person depending on the size of the firm 
and the care used in selection. While 
primary, it is one of the least to be con- 
sidered. 

One should not worry so much about 
the actual cost of getting the employee 
upon the payroll as about the second 
cost, that of training. This is more im- 
portant and is a more difficult one to 
estimate, because it is so dependent up- 
on the time required for training, which 
in turn is based on the ability of the 
individual to absorb, plus the degree of 
teaching proficiency of those assigned 
to guide and direct the training. On this 
subject we could spend much time and 
conjecture, for it is a necessary work in 
the establishment of a well organized 
and proficient organization. A funda- 
mental knowledge of operations is just 
as important a factor in providing a 
winning business as it is in making for 
the success of a champion football team. 
Thus, we must train from the ground 
up and cannot avoid this training cost 
because it is the medium whereby we 
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Are we instilling in the minds 
of our employees at this par- 
ticular time the idea that they 
should put forth every effort 
to increase business progress? 
Are we using our minds and 
abilities to create higher 
peaks on the statistical charts 
of business? If so, we are 
melting some of those frozen 
personnel assets and will soon 
fall into normal stride. 


shape our personnel into a flexible and 
good producing group. 

From this training must come many 
influences for good and among them 
there are no greater virtues than flexi- 
bility and adaptability of mind—insur- 
ance against a fixity and rigidity of 
thought which is so fatal to any indi- 
vidual business. 

It is not unusual these days for an 
employer to be approached by some 
good young prospect with limited busi- 
ness experience, who will offer his ser- 
vices without pay as a return for the 
experience that he will acquire, together 
with the hope that when new help is 
needed he, being on the ground, may 
be selected for a permanent position. 
This point of view by the applicant is 
laudable but is somewhat embarrassing 


Mr. Jones, the author of the accom- 
panying article on bank personnel prob- 
lems, is assistant cashier and manager 
of the personnel department of the 
Chase National Bank of New York 


to the employer because he finds it diffi- 
cult to make people understand just how 
much of a liability they become when 
they enter his institution. 

Without question there are only two 
classes of employees—those who are 
liabilities and those who are assets. 
There is no middle ground. The em- 
ployees whose production is not up to 
standard are naturally listed as liabili- 
ties. Those who are producing or con- 
tributing new ideas to the business come 
under the category of assets. 

It is the matter of personnel assets 
that have become frozen and are now 
listed as liabilities that we want to stress 
here, because there never was a time 
in business history when such a need 
existed for careful attention to person- 
nel. There never was a better time for 
training and developing employees, and 
there never was a better time to analyze 
the situation and to decide what per- 
sonnel liabilities must be discarded and 
what personnel liabilities may be thaw- 
ed out and returned to real first class 
assets. 

A careful scrutiny of the personnel 
of firms that have failed in the last two 
or three years will show that tangible 
frozen collateral was not alone respon- 
sible for their demise but that the frozen 
personnel element invariably entered in- 
to the situation. It was usually a case 
of employees who had become set in 
their ways, who failed to realize their 
duty and importance to the organiza- 
tion—or else executives, in the way of 
human beings, who had become men- 
tally careless and had allowed their 
minds to become congealed and, by their 
judgment, had been responsible for the 
solidifying of these tangible assets. 

An outstanding example of this kind 
of mental (CONTINUED ON PAGE 773) 


— 


Representative Goldsborough 
of Maryland (below) who spon- 
sored a bill, approved by the 
House, ordering the Secretary 
of the Treasury and the Gover- 
nor of the Federal Reserve 
Board (right) to “restore and 
maintain” the 1921-1929 level 
of wholesale commodity prices 


HE Federal Reserve official who 

said that “the Glass-Steagall Act 

served its purpose when it was 
passed” evidently did not reckon on the 
Reserve banks buying several hundred 
million dollars worth of Federal Gov- 
ernment securities aimed to stimulate 
business through influencing bank cred- 
it. Nor did he foresee the outflow of 
gold which later developed. 

Beginning February 24 the Reserve 
banks purchased obligations at the rate 
of about $25,000,000 weekly to March 
30, since which time they have bought 
about $100,000,000 weekly. Total pur- 
chases since February 24 through May 
11 were $645,000,000. 

These purchases rapidly reduced the 
strain on banks by providing them with 
funds to repay their borrowings at the 
Federal Reserve, which stood at a high 
level due to currency hoarding. Indebt- 
edness had reached a high of $855,- 
000,000 February 3, from which the 
total gradually declined. By May 11, 
$384,000,000 had been repaid. 

Declining member borrowings meant 
declining eligible paper held by the Fed- 
eral Reserve. Since circulation had fallen 
only $113,000,000, more and more gold 
was tied up behind Reserve notes. 

Simultaneously the System’s gold was 
strained by renewed gold withdrawals 
by foreigners and by Americans fright- 
ened by Congressional hocus pocus over 
the budget, inflation prospects from 


KEYSTONE 


Can Commodity Prices 
Be Controlled? 


By 


Federal Reserve policy and passage of 
the Goldsborough bill by the House. 
Gold, which had been coming into the 
country since the flight early in the year, 
started the other way April 6, and 
through May 11 $82,000,000 had gone. 
Further withdrawals were in sight since 
foreign exchanges clung at or above the 
gold export point. 

This combination of factors led to 
the first usage of the Glass-Steagall Act. 
On May 12, the Reserve Board an- 
nounced that $98,000,000 of Govern- 
ment securities had been used as back- 
ing for notes as permitted by the Act. 

If this was the effect of the Glass- 
Steagall Act what results will follow 
the enactment of other proposed bank- 
ing measures? So far as Congress has 
gone in the matter the results of these 
measures also have been chiefly psy- 
chological but the effect upon public 
mentality has not been as favorable as 
anticipated. On May 2 the House of 
Representatives passed the Goldsbor- 
ough bill to instruct the Federal Re- 
serve to maintain commodity prices at 
the 1926 level by control of the volume 
of credit and currency. The bill was op- 
posed by the Federal Reserve authorities 
on the ground that it is impossible to 
control commodity prices by the use of 
credit unless the production and dis- 


GEORGE E. ANDERSON 


tribution of commodities can be con- 
trolled; that world markets control the 
prices of the principal commodities; and 
that the Federal Reserve is already do- 
ing all it can to lift prices by its open 
market operations. 

Such being the position of the author- 
ities charged with the administration of 
the measure, if enacted, it seems evident 
that its passage by both Houses could 
have no other result than the psycholog- 
ical reaction from an attempt at credit 
and possibly currency inflation. That re- 
action was immediately apparent in the 
drop in the value of the dollar in foreign 
exchange markets following the passage 
of the bill by the House. The practical 
result was an accelerated flow of gold 
to Europe. Europe is peculiarly sensi- 
tive to any possible impairment of the 
currency of the United States. Europe 
is always suspecting that the United 
States may do what Europe has already 
done. The reaction in the United States 
to the passage of the Goldsborough bill 
by the House of Representatives was 
one of rather pained surprise followed 
by a general assurance that the measure 
would be eventually headed off,—by a 
presidential veto if not otherwise. The 
reaction in other countries was greater; 
and more unfavorable. 

Desperate (CONTINUED ON PAGE 790) 
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With this rise as a cause, borrowings from the Federal Reserve have declined and 


excess reserves have accumulated in member banks. 


The latter reached above 


$200,000,000 in New York and Chicago alone by the middle of May 


The Reserve Banks’ 


Objective 


Does Easier Credit Tempt 


Business to Borrow? 


By DR. GEORGE W. EDWARDS 


N the spring of this year, the Fed- 
| eral Reserve banks began a policy 
which probably will be considered 
the most important single movement 
in all Federal Reserve history. Since the 
fall of 1929, various steps have been 
taken by the government to check the 
decline of business and start revival. 
These measures did not succeed in 
bringing about the long awaited upturn 
in business, and in a further attempt to 
accomplish this end, the Federal Re- 
serve authorities entered upon a policy 
of purchasing United States Govern- 
ment obligations in the open market. 
This so called “open market” policy 
has been followed by the Federal Re- 
serve banks on several previous occa- 
sions when business was depressed. 

But the purchases made in the spring 
of this year have been on a scale greater 
than ever before. Where on previous oc- 
casions these purchases increased the 
holdings of the Federal Reserve banks 
by tens of millions of dollars, the pres- 
ent operations have involved hundreds 
of millions. The broader scope results 
from the more serious present situation 
and from an effort to prevent Congress- 
ional inflationary steps. The extent of 
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the purchases may be seen in Chart I 
showing the changes in their holdings 


since last fall. The amount of United ° 


States Government bonds held by the 
Federal Reserve banks increased from 
$760,000,000 on March 2 to $1,385,- 
000,000 on May 11, an increase of 
$625,000,000 in only 10 weeks. 

In order to explain the purposes un- 
derlying this open market policy, it is 
well first to trace the successive oper- 
ations involved in a typical transaction. 
A Federal Reserve bank buys a block 
of United States Government bonds and 
gives its check to the seller. He then de- 
posits the check in his bank which we 
will assume is a member of the Federal 
Reserve System. This institution pre- 
sents the check for payment to the local 
Federal Reserve bank. The member 
bank may use this check either to pay 
off any debt owing the Federal Reserve 
bank, or add the amount to the balance 
carried as legal reserve with the Federal 
Reserve bank. 

From this description of the technical 
operation of an open market transac- 
tion the purposes underlying the open 
market policy may be seen. These aims 
may be stated as follows: 


1. To enable the member banks to re- 
duce their indebtedness with the Fed- 
eral Reserve banks. 

2. To lower money rates. 

3. To cause an increase in bank 
credit. 

4. To bring about a revival of bus- 
iness. 

This is being written at a time when 
the Federal Reserve policy is still being 
carried on, and so its full result cannot 
yet be appraised. It is, however, possible 
to observe the extent to which the above 
aims have or have not been attained so 
far, and to reach a conclusion as to the 
ultimate outcome of the policy. 

1. The reduction of member bank 
indebtedness to the Federal Reserve 
banks has been appreciable. The close 
of last year and the early part of this 
year marked a period of financial 
strain, and so a number of banks 
were forced to borrow extensively from 
the Federal Reserve System. As a 
result the total amount of indebted- 
ness of the member banks rose to a high 
level of $855,000,000 on February 3. 
Since then it has been reduced, due to 
the open market operations of the Fed- 
eral Reserve banks to $471,000,000 on 
May 11. This policy therefore has at- 
tained the aim of relieving the strain on 
the banking system. 

2. Money rates have been somewhat 
lowered by the policy. The cost of com- 
mercial credit as represented by the rate 
on 60-90 day commercial paper has been 
considerably reduced. There also has 
been a downward trend in the rates on 
investment credit as evidenced by the 
decline in the yield on United States 
Government bonds from 4.24 per cent 
on February 6 to 3.07 per cent on April 
30. This is especially significant for the 
investment market, since the yield on 
government obligations to a large extent 
governs the return on all other bonds. 
It can therefore be concluded that the 
Federal Reserve policy has been success- 
ful in its second aim of reducing money 
rates. The table on the following page 
shows trends in recent months: 

3. A different situation prevails as to 
the aim to expand bank credit. It had 
been hoped such credit expansion would 


Confusion inevitably results from the 
mass of jumbled and partisan analyses 
of the Federal Reserve System’s far 
reaching open market policy. Yet the 
fundamentals are simple. They are 
clearly set forth here, along with some 
positive conclusions, by the head of the 
Economics Department, College of the 
City of New York. 
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MONEY RATES 


AVERAGE WEEKLY RATES 
60-90 DAY COMMERCIAL PAPER 


Changes 


follow as a natural result of the two 
preceding objectives. It was believed 
that on the one hand the member banks, 
strengthened by the reduction of their 
indebtedness to the Federal Reserve 
bank, should lend more liberally and on 
the other hand that their customers, at- 
tracted by the lowering of interest rates, 
should borrow more extensively. A bank 
can extend its credit not only through 
granting loans and discounts but also 
through the purchase of securities. 
From the Chart II it can be seen that 
the volume of bank credit has decreased 
somewhat rather than increased al- 
though loans have risen slightly. The 
Federal Reserve policy, so far therefore, 
has not accomplished one of its import- 
ant objectives. 


CRITICS’ FALLACY 


4. THE ultimate objective of the Re- 
serve policy is to facilitate the revival of 
business. Chart III shows that business 
activity as measured by the Times An- 
nalist index has continued to decline, 
and has not yet responded to the stimu- 
lus of the Federal Reserve policy. 

Considerable criticism has been di- 
rected against the banks because they 
have not increased the amount of their 
loans and investments. They therefore 
have been blamed for the failure of bus- 
iness to revive on the theory that an ex- 
pansion of bank credit can bring about 
greater economic activity. This relation- 
ship has been readily accepted by the 
general public. 

But the fallacy of this view becomes 
evident from an analysis of the actual 
facts. Obviously, loans are granted only 
when the lending bank is willing to 
make such extensions and when the bor- 
rowing customer is seeking such accom- 


AVERAGE YIELD ON U. S. 
GOVERNMENT BONDS 
Changes 
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modation. Under present financial and 
economic conditions neither is desirous 
to become a party to a credit transac- 
tion. The banker realizes that his 
most important problem is to main- 
tain the liquidity of his institution in 
order to be ready at all times to pay 
his depositors. 


CREDIT CONSERVATION 


IN order to meet these liabilities it is 
necessary for the banker to maintain 
his assets in such form as they can be 
quickly converted into cash. He may 
sympathize with a customer who is 
struggling through a difficult financial 
situation but the banker cannot give 
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him credit, for such a loan would merely 
become one more frozen asset and 
would by that much reduce the liquid- 
ity of the bank. Moreover bank credit 
in these days must be conserved for the 
day when business actually revives. 
Therefore the banker cannot lend to bor- 
rowers with doubtful standing or with 
hazardous collateral. 

He is in a position to extend credit 
only to borrowers with unquestioned 
standing and with quickly marketable 
collateral. But such parties do not want 
to borrow because they have learned 
the fundamental principle of business 
that it is worth while to borrow money 
only if you can make profitable use of 
it. The object of any business transac- 
tion is to make a profit which in tum is 
simply the difference between the cost 
and selling price. The cost of money is 
only one factor in the calculations of a 
shrewd business man. He has learned 
by experience not to be tempted by 
cheap money, for it is not the cheap- 
ness of borrowed money but the 
amount of profit to be derived from 
a transaction which will determine his 
policies. 

When the possibilities of profit ap- 
pear with definite signs of business re- 
vival, the borrower with good standing 
and with sound collateral will be able 
to obtain all the accommodation he 
needs to finance his undertakings. In 
other words increased bank credit is the 
result but not the cause of a revival 
in general business conditions. 
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Conditions in New England. The ex-President is optimistic 


Right: From the rocky coast of Maine to the sun-kissed 
sands of California—Senator Dickinson of Iowa and Sena- 
tor Barkley of Kentucky. They will deliver the keynote ad- 
dresses at the political conventions in Chicago this month 


UNDERWOOD AND 
UNDERWOOD 


Senator Reed of Pennsylvania: 
“If this country ever needs a 
Mussolini, it needs one now” 


Senator Johnson of California: “De- 
mocracy will do the job for this re- 
public of ours. To say that we need 
now or at any other time a Mussolini, 
is to echo the cry of every exploiter’’ 


At Geneva, Senator Swanson: “I re- 
member when the statesmen and press 
of the world pilloried the submarine 
as an assassin of the sea. Now it is the 
most valued defender of the home” 


JUNE, 193: 
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EDITORIALS 


Witchcraft 


THE conclusion is unmistakable that the depres- 
sion either was caused or is being prolonged by the 
shortage of gold, the over-production of everything, 
the stock market, interallied debts, democracy, the un- 
der-consumption of everything, the maldistribution 
of gold, high wages, low wages, governmental extrava- 
gance, timid factory owners, distribution, the rail- 
roads, the business cycle, thrifty bank depositors, lack 
of leadership in high places, concentration of power 
in high places, silver, the bankers, prohibition, cost 
of the World War, preparations for the next, the Re- 
publican party, the Democratic party, inflation, 
technological unemployment, deflation, Bolshevism, 
Fascism, Americanism, reparations, the Federal Re- 
serve System trying to do too much, France, the Re- 
serve System not doing anything, Germany, high 
tariff, England, low tariff, Mussolini, President 
Hoover, the failure of the American Government to 
appropriate several billions and spend them, and vice 
versa. 


Gold 


ONE might assume from this that the problem is 
simple but that is not the case, for each of these items 
can be divided and sub-divided almost indefinitely. 
Consider gold, for example, to mention but one. Is 
too much gold concentrated in the United States or 
are we about to go off the gold standard? Did a rise 
in the value of gold result from the depression or was 
it the other way around, and what difference does it 
make? 


Salem 


THERE was a time in American history when 
the placing of blame for a catastrophe offered no such 
difficulty. The townsmen of Salem, Massachusetts, 
in 1648, would have brought Margaret Jones or some 
other local witch into court and the matter would 
have been settled quickly. Today, witchcraft is gone 
but the point of view remains. Any American who 
knows how to read can describe at least one goblin 
responsible for the depression. 

This does not mean. that the depression has been 
something imaginary or ephemeral. It has been a 
tragic episode in the history of America, not so much 
for its devastating economic effects as for its injury to 
American morale. 

Whatever causes or combination of causes we select 
as responsible for the suffering and hardship existing 
throughout the world, the real difficulty today is not 


one that can be shown on a chart or proved by statis- 
tics. Bankers, more than any other professional group, 
are in a position to see that too many Americans have 
lost faith in the future of the country. In spite of 
abundant proof that this is the American century in 
world history, we find a disconcerting number of 
Americans mumbling to themselves about vague dan- 
gers ahead. 

Many of these dangers are real, but the greatest 
danger of all is lack of faith in the destiny of the 
United States. If enough Americans talk disaster, 
their predictions will be absolutely correct. 


Big Cycles 


THERE are great business cycles in history 
which may be more important than the short cycles 
which have come with amazing regularity during the 
past century. Ever since the dawn of history, each 
epoch has been represented by some particular race 
or nation. Egyptians, Assyrians, Persians, Greeks, 
Romans, Mongolians, Islam, Byzantines, Spain, 
France and the British Empire, have in turn occupied 
the center of the stage. 

The fact that America must inevitably assume this 
leadership might not be a comforting factor to the 
victims of this depression, but is offered merely to 
contradict those who may have lost some of their 
faith in the American plan. 


Insurance Trusts 


LATELY there has appeared in both life insur- 
ance and trust literature the phrase “Insurance Trust 
vs. Settlement Options” as if they were competitors 
in the field of insurance settlements and designed to 
serve similar purposes. An insurance trust, on the 
contrary, is a mode of settlement that cannot be 
offered by any life insurance company that does not 
have trust powers. It is especially designed to serve 
three distinctive purposes. 

The first is to unify estates. Through a trust, a 
policyholder may unify his insurance estates by bring- 
ing all of his life insurance under a single plan. He 
may also unify his general estate and his insurance 
estate by changing the terms of his will and have it 
and his insurance trust agreement parallel with each 
other. 

The second purpose of a trust is to provide local 
administration with personal services to beneficiaries. 
Even though a life insurance company has trust 
powers, it cannot, in the (CONTINUED ON PAGE 787) 
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Great Britain 54: 
o Germany 270 
France 170 
Italy 120 
Spain 9 
Belgium 65 
Remaining Evrope 
Cuba 
Mexico 
Chile 
Argentina 
Venezuela 
AUSTRALIA 


NEW ZEALAND) 
000000 Columbia 


Perv 


Remaining Latin America 


China 
Japan 
Remaining Asia 235 
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American owned or controlled enterprises throughout the world are appraised at the 


impressive total of $8,000,000,000 


Our Direct Investments 


in Foreign Markets 


By IVER C. OLSEN 


tion of the many unblest results 

of our ventures in the field of 
foreign lending, the Senate has ex- 
pressed a desire to have all the data re- 
lating to American industrial plants 
abroad. It is likely that a saga of rest- 
less capital and migrating machinery 
will prove more diverting than a night- 
mare of moratoria and defaults; likewise 
some interesting and hitherto unseen 
light may be shed on the important 
question of foreign trade. 

The Department of Commerce has 
given these investments the terse no- 
menclature “direct investments’, be- 
hind which is hidden a story of courage- 
ous struggle for world trade supremacy. 
This group comprises our business in- 
terests abroad—subsidiaries of Ameri- 
can industrial giants, foreign manufac- 
turing enterprises which have been pur- 
chased and are now operated by Ameri- 
cans, and others which are partially 


Hen er completed its investiga- 
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The Constructive Part of 


the Overseas Picture 


owned and controlled by American in- 
terests. The value of these investments 
is appraised at the impressive total of 
$8,000,000,000, and in 1930 they paid 
this country the tidy sum of $400,000,- 
000. The variety of products which these 
branch units make available to the 
world is no less striking than the un- 
dreamed of places in which they are 
often located. 

The first phase of our industrial mi- 
gration was marked by the movement 
across the Canadian border, closely fol- 
lowed by the European movement. Our 
expansion into Latin America and the 
Far East developed at a much later date 


Mr. Olsen is a Washington writer who 
specializes on foreign banking and 
financial subjects. He previously con- 
tributed to the JOURNAL an. article 
dealing with the subject of foreign bonds 
which appeared in November, 1931. 


and even now may be considered in a 
pioneering stage. The tremendous growth 
of our Latin American investments in 
recent years, however, would seem to 
indicate the possibility that they may 
soon eclipse those in other areas. Ameri- 
can industry is likely to become increas- 
ingly interested in the economic and 
future marketing potentialities of the 
South American countries—provided 
comparative political stability can be 
maintained down there. 

The motives underlying the expan- 
sion of our industries into Canada have 
often been catalogued. They include 
proximity, similarity of customs and 
language, and certain tariff considera- 
tions as the major factors in bringing 
our stake in Canadian industries up to 
around the $2,000,000,000 mark. In dis- 
cussing some of our important business 
interests in Canada, one invariably vis- 
ualizes a panorama of lumber tracts, 
paper and pulp mills and gigantic water 
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power developments, in all of which 
activities American capital is, of course, 
prominently identified. As a matter of 
fact, one could say that American sub- 
sidiaries in Canada manufacture nearly 
every kind of product that is brought 
out in the “States”, and let it go at 
that. Particular attention might be 
drawn to the elaborate automotive 
plants, the industrial and agricultural 
machinery factories, and those engaged 
in the manufacture of electrical and 
rubber products. Our stake in Canadian 
transportation and communication sys- 
tems, moreover, amounts to over $500,- 
000,000. 

The factors that have induced our 
industries to set up shop in the indi- 
vidual European countries are varied. 
In Great Britain, the chief attraction 
has been her abundant coal supply and 
the availability of skilled labor. The fact 
that the United Kingdom is admirably 
located as a distributing center for Con- 
tinental trade has also played an im- 
portant part in building our properties 
there up to their present value of about 
$500,000,000. Due to the recent enact- 
ment of tariff legislation in Great Brit- 
ain as well as to the increasing stress 
being placed upon the “Buy British” 
movement, a greater extension of Ameri- 
can industrial activity in Great Britain 
may take place. 

In turning to Germany we find that 


A large press in the German ( »e] plant 


controlled by General Motors 


Native workers assembling typewriters in the Remington 
plant in Calcutta, India 


our stake there is featured more by par- 
ticipation in German corporations than 
by actual branch manufacturing. This 
may be considered a rather unique phase 
of American investments, inasmuch as 
they have served to rehabilitate and 
modernize various German corporations 
that are in direct competition with some 
of our key industries. Nearly all these 
investments are in the form of share 
holdings. The more important American 
subsidiaries in Germany manufacture 
automobiles, rayon wear, hardware and 
petroleum products and agricultural, in- 
dustrial and electrical machinery. 
France completes the trio of Euro- 
pean countries in which the bulk of 
American business properties are lo- 
cated. The establishment 
of American subsidiaries 
in France was encouraged 
by factors which were not 
prominently identified 
with the migration into 
Great Britain and Ger- 
many. In some inexplica- 
ble manner, France 
emerged from the devas- 
tating post-war liquida- 
tion period with a highly 
organized industrial sys- 
tem and with an accumu- 
lation of gold that is sec- 
ond only to the United 
States. It can be easily 
understood, therefore, 
that France would not 
only be indifferent to the 
inflow of American capi- 
tal, but would indeed be 
antagonistic towards any 
American meddling in 
her industrial system. Be- 
cause of a strong nation- 
alistic sentiment against 
foreign goods, American 
corporations were unable 
to avoid a discrimination 


against their products except by manu- 
facturing in that country, using local 
labor and materials. The close contact 
maintained by such plants with their 
market enables them to adjust their 
products more closely to local demand 
—and to avoid the designation ‘“For- 
eign”. Our subsidiaries in France manu- 
facture many miscellaneous articles in- 
cluding the old standbys—electrical 
goods, machinery and metal products. 

Various branches of our industrial 
system are domiciled in the remaining 
European countries. One could say with 
impunity that American enterprise has 
found its way into any country where 
a given industry appears strikingly 
flourishing, where there is a demand for 
manufactured goods and services, or 
where a rich natural resource needs a 
large amount of capital for its proper 
development. In Italy and Spain, for ex- 
ample, most of our business activity is 
identified with transportation and com- 
munication. Such endeavors demand a 
high-grade technical skill which has long 
been recognized in American engineers. 
Moreover, the huge outlay of capital 
necessary, as well as the long period in- 
tervening before a return is made on 
these investments, render such ventures 
particularly adaptable to American 
capital resources. 

It has been noted previously that 
American manufacturing investments in 
Latin America, with the exception of 
Mexico and Cuba, were of negligible 
importance prior to the World War. 
With the rapid expansion of our foreign 
investments during and after the war, 
however, our Latin American stake was 
increased greatly. Until a very few years 
ago most of our capital going into Latin 
America was either for the purpose of 
developing natural resources or for the 
construction of transportation and com- 
munication facilities. The movement of 
American (CONTINUED ON PAGE 782) 
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GALLOWAY 


The basic rate entitles each customer to enter his 
box 15 or 20 times each year 


A Service Charge 
for Safe Deposit 


By A. G. KAHN 


HE holder of a safe deposit box 

should be charged rent on the 

basis of the number of times he 
makes use of the facilities of the safe 
deposit department. 

Our system in the Union Trust Com- 
pany of Little Rock at present is the 
usual one of charging an annual fixed 
rate for each box, the price being based 
on size alone. This scale of box rentals 
is one in general practice, but such a 
system under conditions which we have 
all experienced in past months does not 
compensate properly for the service 
rendered. It therefore seems that the 
charge should be based on the size of 
the box and the number of times the 
box is entered. In other words, the ac- 
tivity principle should be employed in 
arriving at a fair compensation for safe 
deposit box service. 

The unusual activity of certain box 
renters makes it difficult for one cus- 
todian to handle the vault alone. These 
box renters are usually those in the 
lower priced brackets of boxes, which 
is in our case $3 and $4.50 per annum. 


750 


Should the Activity 


Principle Be Used? 


The fee for the use of a safe deposit 
box should be divided, first into a base 
charge for compensation which we are 
entitled to receive for supplying a cer- 
tain amount of space and safety, and 
secondly with the other part of our 
charge to be based on activity. The ac- 
tivity charge is really “A ready-to-serve 
charge,” and this entitles each customer 
to enter his box 15 to 20 times per year, 
this to apply to $3 and $4.50 boxes. 
When a customer has had a box for a 
period of six months and we find that 
he has entered his box 15 times, we 
would collect another $3 or $4.50, de- 
pending on which type box he had, and 
charge against this additional deposit 
the future visits at the rate of ten cents 
each. At the year-end the balance would 


Mr. Kahn is President of the Union 

Trust Company of Little Rock, Arkansas. 

He believes that the suggestions given 

here may bring out ideas leading to the 

development of an equitable system of 
safe deposit charges. 


be credited to the new year minimum 
rate, and we would collect the difference. 

The general application for the estab- 
lishment of the charges as outlined 
seems to be as follows: For example, 
the $3 box charge would be divided, 
$1.50 to cover base charge and $1.50 to 
cover activity. This entitles a customer 
to enter 15 times a year. Each visit is 
to be charged up by checking a card 
at the time of entry, showing the date. 
When the customer has used up his 15 
times, a marker is placed in his keyhole 
or his card is flagged and an additional 
fee is collected, all of which may be 
used by him for activity service at the 
rate of ten cents per visit. In this case, 
we would collect $3 more, and if the 
customer enters 15 times more before 
his year is up, $1.50 is charged against 
this $3 and the balance unused is set up 
as part pay on the new year, but he is 
not entitled to enter his box until he 
pays the balance, as this $1.50 credit 
is applied to one year’s fee for space 
and safety provided by the bank. 

In the case of the $4.50 box (our 
next larger size), we would set up $2.50 
as space and safety charge, and allow 
20 maximum calls for this price box. As 
soon as 20 calls have been made, we 
would collect another $4.50, against 
which additional entries of that year 
would be charged for the rest of the 
year and the balance, if any, would be 
set up for the next year as follows: 

The first $2.50 for base charge, and 
the balance to be applied to activity at 
ten cents per entry until exhausted. We 
would collect at the year-end the dif- 
ference between the balance unused and 
the $4.50 charge so that the customer 
starts the new year paid in advance. 

The base charge should be computed 
so that a fair return is received on fixed 
investment—6 per cent on vault equip- 
ment plus 3 per cent depreciation and 
obsolescence, to which should be added 
insurance, rent and taxes. I believe that 
in figuring this base charge, we should 
not contemplate over 75 per cent dol- 
lar occupancy of boxes available. 

The activity charge would be based 
on service rendered. Against this ac- 
tivity charge we should debit: salary of 
custodian and assistants, janitor’s time, 
forms, postage, supplies and equipment 
(which includes the replacement of 
locks and keys), time lock repairs and 
inspection, light and heat. 

While we have not inaugurated the 
activity charge in our vault, we have 
giveri it some thought and may decide 
th?i this change is desirable in order to 
face our vault on an earning basis. 
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THE THREE HOW’S IN BANK ADVERTISING 


Mr. Sperling is Assistant Vice President 
of the Cleveland Trust and Vice Presi- 
dent of Financial Advertisers Association 


**Business 


By I. I. SPERLING 


E first method shown above, that 
of “protesting” one’s safety and 
strength, may have proven helpful 

in isolated communities where there was 
only one bank in the town, but usually 
the practice of departing suddenly from 
one’s customary way of advertising fi- 
nancial service arouses in an uneasy 
public’s mind the very suspicion that 
the bank wishes to avoid. There are a 
number of recorded instances where a 
single bank or group of banks bought 
large space in publications to proclaim 
loudly their strength and stability, and 
while the ink was still wet, some or all 
of those banks failed. It has usually 
been found that when a bank departs 
too hastily from its traditional adver- 
tising pace and accelerates into a fever- 
ish gallop or even trot of self-praise, the 
public begins to ask, “Why are they 
suddenly doing this?” 

The second method, that of com- 
pletely eliminating all advertising, is 
penny-wise and pound-foolish. The pol- 
icy may make a hit with the conserva- 
tive elements in the bank who see noth- 
ing beyond a saving of expense. They 


PRACTICALLY every banker has had to face the question of how 
and what to advertise in the last two years—ever since the public 
began to evince an inordinate curiosity about banks. Usually the 
banker has answered the question in one of these ways: 
HE has launched a sudden campaign loudly protesting his 
bank’s safety and strength thus inviting the very suspicion 


he seeks to avoid. 


HE has eliminated all advertising on the theory that the 
y less said, temporarily, about banks and banking, the better. 

A sort of ostrich with his head in the sand, unwilling to 

admit there is a storm raging. 

HE has continued on the even tenor of his ways with the 
3 thought of fostering the impression of stability by indicat- 


ing “business as usual”. 


Of course the conditions which dictated any of these procedures 
were not alike in a great many communities and most bankers were 
leaning backward in their efforts to play safe. Yet there is much to be 
studied in Carroll Dean Murphy’s recent query as to whether more 


selves. 


banks failed as the result of keeping quiet than of talking about them- 


at the Old Stand” 


Advertising in Customary 


Fashion Is the Wise Course 


overlook the fact that this _ sudden 
change in pace—presuming that the 
bank had always advertised—is likely 
to invite the very same suspicion which 
the bank wishes to avoid. At the same 
time, all the bank’s previous investment 


-of thousands of dollars in advertising 


during its career is vitiated and if the 
bank survives at all, it will find that it 
has to start from scratch again in build- 
ing up a public acceptance; for as some- 
one once remarked, “You’re advertis- 
ing not to a crowd, but to a passing 
parade”. The changing public is fickle 
in its loyalties and its memory is short- 
lived. Very soon it “knows not Joseph”. 

The third method seems to be the 
logical one, because a continuation of 
customary, calm and reasonable advertis- 


On no banking question of the moment 
is there a wider divergence of views than 
with reference to advertising. One point 
on which most authorities agree is that 
banks should do something to restore 
public confidence—but what? and how? 
The JOURNAL starts discussion this month 
with this crisp statement of the issue. 


ing is itself the best evidence of a bank’s 
stability. It indicates that the bank in- 
tends to continue to do business at the old 
stand, that it is not too much concerned 
by the stormy winds that are blowing, 
and that it is willing and able to assist 
customers and its community within 
the limits of sound banking practice. 

Of course, a curtailed advertising ap- 
propriation in keeping with the times 
may be proper and advisable, but it 
should be so distributed as not to be 
noticeably or disturbingly cut in the 
eyes of an uneasy public. A few inches 
from each advertisement will not be 
noticed and the saving will yet be con- 
siderable. 

There have been, of course, the advo- 
cates of the “cards on the table” 
method, those who propose an aggres- 
sive offense as the best defense, who 
urge telling the public what it is all 
about—how depositors’ lack of 
knowledge of bank functions and con- 
sequent hysteria in depression times are __ 
likely to precipitate even worse times. 
This, however, is not the time for that 
kind of a (CONTINUED ON PAGE 793) 
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Montgomery Street, San Francisco, in 1851 


BANKS AND CITIES 


By HERBERT MANCHESTER 


HE conditions that gave rise to 

the first banks of San Francisco 

were just the opposite of those pre- 
vailing in the rest of the country. 

East of the Rockies there had been 
but little specie with which to transact 
business, and many banks were founded 
for the specific purpose of issuing bills 
for currency. But in San Francisco there 
were no banks until after the discovery 
of gold, and then there was so much 
gold that the problem was to guard, 
transport, and coin it. So, we find the 
first banks of the city arising as safe 
deposit vaults, shipping firms, trading 
companies, and what is more surprising, 
as coiners of private gold pieces that 
may be said to have taken the place of 
bills. None of these banks was incorpo- 
rated, for the first state constitution 
permitted no bank charters and the is- 
sue of no paper money. 

Though gold was discovered on Janu- 
ary 19, 1848, by James W. Marshall at 
Sutter’s mill, the workmen tried to keep 
it secret. But gold dust continued to be 
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offered at New Helvetia and San Fran- 
cisco, and by May of that year the news 
broke and the rush was on. 

Workmen quit their jobs, wages 
jumped to $20 a day, even the papers 
suspended for lack of help. By the end 
of 1848, $3,000,000 worth of gold had 
been mined, and in 1849 it had jumped 
to $25,000,000. 

The first safe deposit places for gold 
dust were general stores that had safes 
at Sutter’s Fort, Sacramento, and San 
Francisco. The first approach to a 
recognized bank in San Francisco was 
established by Henry M. Naylee in 
January, 1849, and it was followed by 
four others that year. These banks were 
deposit and exchange banks. In addi- 
tion to supplying safe deposit vaults, 
they exchanged the coins of the gold 
seekers who were brought in by ships 
from every port. 

The exchange was figured in general 
equivalents. The English crown, the 
French 5-franc piece, and the American 
and Mexican dollars all passed as equal, 


as did the American quarter, the Eng- 
lish shilling, the French franc, and the 
Mexican double-real. 

The first gold dust had brought only 
$8 an ounce, but a public meeting in 
September, 1848, had fixed the price at 
$16 an ounce and had called for a gov- 
ernment mint. However, since coin was 
easier to handle than gold dust, and 
since an ounce of gold would make a 
$20 piece, which was $4 more than it 
would bring as dust, various trading 
companies, exchanges, and _ shippers 
that had been doing a banking business, 
besides several assay plants, commenced 
to coin their own private gold pieces. 
These began to appear in 1849, and in 
1851 were being issued by 17 such pri- 
vate concerns. 

The Miners’ Bank of San Francisco 
in 1849 issued a $10 piece containing 
$9.87 of native gold. Likewise, the Ore- 


Mr. Manchester, the author of the ac- 
companying article, is a writer on his- 
torical and economic subjects. He is 
becoming well known to JOURNAL 
readers for his interesting series on 
“Banks and Cities”, having previously 
covered Detroit and New Orleans. 
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Today Skyscrapers Dominate the Skyline of the Business and Financial District 


gon Exchange Company put out a $5 
piece stamped with a beaver and having 
about $4.82 worth of native gold in it. 
The Mormon Church circulated a $10 
. token inscribed “To the Lord Holiness,” 
but containing only $8.52 worth of 
gold. All such pieces passed as money, 
and were popular until the estab- 
lishment of the United States mint in 
1854. 

Two of the best known of the early 
banking concerns were the Wells-Fargo 
and the Adams Express companies. 
They received the gold at the mining 
camps and carried it by stage to San 
Francisco, guarding it on the route 
against the ever-feared highwaymen. 
There they stored it until steamer time, 
and shipped it to New York. The Wells- 
Fargo Company, which was in business 
in 1852, sent about $1,000,000 worth at 
a time, hanging the gold in bags on 
poles and propping up the gold room 
to keep it from collapsing. 

The California laws against paper 
money put the state in a peculiar posi- 
tion when the United States made 
greenbacks legal tender during the Civil 
War, but the legislature met the situa- 
tion by passing an act whereby a con- 
tract might specify the sort of money 
that was involved. And when the Bank 


of California was opened in 1864 with 
Darius O. Mills as president and W. C. 
Ralston as cashier, it was strictly upon 
a gold basis, with a capital of $2,000,- 
000 in gold coin in its vaults. 


FINANCING IMPROVEMENTS 


THE Bank of California was the chief 
backer of the famous Comstock silver 
mines, the silver production surpassing 
that of gold in value. W. C. Ralston, 
when he became president in 1872 after 
the retirement of Darius O. Mills, went 
to the limit in helping to finance im- 
provements and industries in the city 
and state. The dry dock at Hunter’s 
Point, the land reclamation works at 
Sherman’s Island, the San Joachim 
irrigating canal, the Montgomery Street 
improvements, the California theater 
and new hotels, to say nothing of va- 
rious factories, all received his support. 
At his death in 1875, William Sharon, 
who had been agent for the bank at the 
Comstock mines, completed the Palace 
Hotel and some of the other works 
to help rehabilitate the bank, while 
Darius O. Mills again became presi- 
dent, subscribing over $1,000,000 of 
his own and raising about $7,000,000 
more. 

After the bank was firmly re-estab- 
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lished, it may be added, D. O. Mills 
moved to New York where the family 
is still prominent in finance, news- 
paperdom, and politics, Ogden Mills 
being the present Secretary of the 
Treasury. 

The earliest national bank in Cali- 
fornia was the First National Gold 
Bank of San Francisco, which, as indi- 
cated by the name, was specifically a 
gold bank, the circulation of which was 
to be notes payable in gold. It was or- 
ganized in 1870 with James Phelan, 
father of the senator, as president, but 
he was soon succeeded by George F. 
Hooper. 

The cashier of the First National 
Gold Bank, R. C. Woolworth, resigned 
in 1883 to become president of the fi- 
nancial firm of Crocker, Woolworth & 
Company. This was Charles Crocker, 
who with Leland Stanford, Collis P. 
Huntington and Mark Hopkins, all of 
Sacramento, had constructed the Cen- 
tral Pacific Railroad and later the 
Southern Pacific. The firm naturally 
assisted in financing later developments 
of the railroads, and was incorporated 
as a bank in 1889. 

Another of the banks that aided in 
the development of the silver mines in 
that pioneering period was the Bank of 
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Nevada, which was organized by the 
bonanza firm of Flood & O’Brien in 
1875, and 30 years later was merged 
with the Wells-Fargo Bank. 

In the meantime the banks were help- 
ing to develop Asiatic trade, which was 
aided by several events in the latter half 
of the century. The employment of 
thousands of Chinese in building the 
Central Pacific Railroad and the possi- 
bility, upon completion of the railway, 
of shipping Chinese goods from San 
Francisco overland to the East, encour- 
aged trade with China, while the open- 
ing of Japan to foreigners added a new 
source of commerce. The reciprocity 
treaty with Hawaii in 1876 led Claus 
Spreckles and his son Rudolph to develop 
the sugar industry, which was aided still 
further in 1898 by the annexation of the 
islands. In 1906 Rudolph Spreckles be- 
came president of the First National 
Bank, and held the office for 17 years. 

When the earthquake and fire over- 
whelmed San Francisco on April 18 and 
succeeding days in 1906, the only bank 
that could move its deposits and records 
out of the path of the fire. was the then 
little Bank of Italy, founded by 
Amadeo P. Giannini in 1904. He pro- 
cured two delivery wagons from his old 
commission house and loading them 
with the bank’s possessions—money, 
checkbooks, passbooks, and ledgers— 
had them carted to his summer place at 
San Mateo. 

The day after the fire subsided he 
sent a letter to his depositors telling 
them that their funds were available. 
As a result of this, the Italian section 
was the first to be re-built, and the 
Bank of Italy acquired a greatly en- 
hanced reputation. 


The financial problems of the rest 
of the city were not so simple. As 
a first step in relief, the governor 
of the state declared a series of legal 
holidays extending from April 18 to 
June 2, which the legislature in turn 
continued until July 10. Titles to land 
were posted in lieu of the lost records. 


AFTER THE FIRE 


THE banks found that their brick 
vaults had apparently stood up under 
the fire but could not be opened until 
cooled, because the heat and oxygen of 
the air might set fire to the contents, as 
had happened in Baltimore. But by 
April 23, the Oakland banks were pay- 
ing out amounts up to $30 to depositors, 
and giving small accommodations to 
San Franciscans. 

The mint was saved with about 
$200,000,000 in gold, and there were 
San Francisco bank securities in other 
cities amounting to about $38,000,000. 
So it was arranged that the San Fran- 
cisco banks could establish credits at 
the sub-treasury in New York and have 
these credits transferred by telegraph 
to the mint in San Francisco. 

Then a Clearing House Bank was 
opened at the mint on May 1, with a 
teller from each bank in attendance. 
This carried checks up to $500 drawn 
on various banks after authorization by 
the bank official. Also, special accounts 
were introduced permitting new de- 
posits and withdrawals. By May 19 all 
checks dated earlier than April 18 were 
cleared, and on May 23 all the banks 
resumed operation. 

In addition to the $76,000,000 in cash 
and securities from the vaults, $46,000,- 
000 in gold had been imported in 


Open for business, perhaps not “as usual,” but as the 
First National Bank operated after the earthquake and fire 
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fear of a run. However, deposits on 
the first day exceeded the withdrawals, 
and in June, 1906, the banks cleared 
only 9 per cent less than the year before. 

All the banks: did their utmost to- 
ward financing the reconstruction of 
the city. They advanced probably $100,- 
000,000 on plans, reputation, and con- 
fidence, in addition to amounts loaned 
strictly on assets. The task of re- 
building in short time seemed impos- 
sible, but the combination of their 
resources aided by as many more mil- 
lions from insurance companies, pre- 
vailed. And within five years the city 
arose more imposing and enduring than 
before. 

Prior to the earthquake, there had 
been only 27 fireproof buildings in the 
business part of the city. After re- 
building, there were 104. 

As an exhibit of her recovery from 
the fire, San Francisco wanted the 
Panama Exposition, celebrating the 
opening of the Panama Canal in 1915. 
Banks, industrial companies and citi- 
zens of the district subscribed $6,156,- 
000, the city voted bonds of $5,000,- 
000, and the state promised to raise 
the same amount with a tax. The 
banks got behind the bonds in addi- 
tion to giving their own contributions. 
And the exposition was authorized 
by Congress without a national ap- 
propriation in money, and handled by 
the city and state without outside aid. 


THE PANAMA CANAL 


THE opening of the Panama Canal, 
together with the World War, amaz- 
ingly increased the commerce of San 
Francisco not only with the Atlantic 
seaboard, which was to be expected, 
but with Asia. The foreign trade of 
the city more than trebled between 
1914 and 1918 and had to be constant- 
ly financed. 

The period since the war has been 
marked by a great rise in manufactures 
to supply foreign as well as coastwise 
trade, and by development of the min- 
eral oil and the fruit industries, all of 
which have received the fullest encour- 
agement from the banks. It seems as if, 
due to natural resources, distance, or 
climate, practically every paramount 
interest in the evolution of San Fran- 
cisco industry,—gold mining, silver 
mining, sugar, Asiatic trade, oil, fruit— 
has had to be created almost from noth- 
ing. For this reason the bankers, whose 
names and achievements are part of the 
history of San Francisco, have had to 
be particularly alert and open to new 
possibilities. 
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Trust Companies Can 


Serve Philanthropy 


Huge Funds Need Adequate 


Investment Management 


By CHARLES MORRIS MILLS 


HE administration of organized 

philanthropy through foundations 

and community trusts, with control 
of more than $1,000,000,000 in invested 
funds, is now one of America’s leading 
enterprises. 

In the old days, philanthropy was 
merely giving away money in a hap- 
hazard and loosely organized manner. 
Slight attention was paid to the proper 
investment and administration of these 
funds. 

Today, philanthropy through foun- 
dations and community trusts in many 
instances has become a scientifically de- 
veloped business. Full-time executives, 
together with boards of trustees of in- 
dustrial and financial leaders, have 
given the foundation movement per- 
manence and stability. Especially the 
development of the community trust has 
resulted in more emphasis on group 


FIELD 
MEDICINE AND PUBLIC 
HEALTH 


NUMBER_ OF 
FOUNDATIONS 


GENERAL EDUCATION 
PHYSICAL SCIENCES 


SOCIAL SCIENCES 


ASSISTANCE TO IN- 
DIVIDUALS 


SOCIAL WELFARE 
AESTHETICS 
INTERNATIONAL RELATIONS 
CHILD WELFARE 

THE HUMANITIES 


COVERNMENT AND POLITICS 


BUSINESS INDUSTRY AND 
FINANCE 


$3,260,032 
$2,223,432 
$1,627,765 
391,64) 
#1,390, 212 
$1,312,268 
%987, 489 
$794,271 


%770,591 


Mr. Mills was for some time iden- 
tified with the Twentieth Century 
Fund, Inc., a philanthropic founda- 
tion devoted to the economic field 


rather than individual action. The 
natural tendency of wealthy leaders to 
leave estates through foundations is be- 
ing overcome slowly by the rise of com- 
munity trusts named after certain cities, 
and devoted not merely to local but 
widespread interests. 

The investment of these funds calls 
for the most careful and penetrating 
analysis and knowledge of market con- 
ditions. Financial administration in 
these organizations offers a potential 
field in many instances for trust com- 
panies and banking institutions. In 
many foundations, there is no financial 


PER CENT 
OF TOTAL 


35 S% 


GRANTS 
PAID 
18,627, 222 
14,171,755 27.0% 
Ba,847, 017 9.2% 
6.2% 
4.2% 
3.1% 


27% 


2.7% 


2.3% 


19% 


1.5% 


1.5% 


The 12 largest grants by foundations in 1930, classified by fields. Note the small 
percentages for politics, business and finance 


Bankers in practically every 
city are called upon to take 
leading parts in unemploy- 
ment relief drives for funds, 
and they are identified with 
many if not most of the or- 
ganized philanthropies, the 
foundations and community 
trusts. For trust companies, 
the emergencies of the mo- 
ment shifting security 
values open up tremendous 
opportunities for the admin- 
istration and investment man- 
agement of these gifts to the 
public. In this article the 
author brings together two 
surveys showing the $1,000,- 
000,000 proportions of phil- 
anthropic enterprises as they 
exist in this country today 


advice and counsel outside of a board 
of trustees. In some foundations (one 
with almost $10,000,000 capital assets), 
there is no full-time executive. There- 
fore, in these days of rapidly shifting 
values and of retrenchment by founda- 
tions and trusts due to decline in in- 
come, there is real need for proper in- 
vestment management. What propor- 
tion of capital sums shall be allocated 
to bonds, mortgages, common and pre- 
ferred stocks? What returns may be 
expected? What appropriations or 
grants may be safely voted upon? These 
are most pertinent questions that cannot 
and should not be settled in most cases 
by foundations themselves, but only 
after sound and sane counsel by corpor- 
ate fiduciary institutions. 

Two surveys have recently been made 
which furnish considerable data on the 
growth of foundations and community 
trusts. In one of these, the Twentieth 
Century Fund, Incorporated, a founda- 
tion devoted to the economic field, re- 
ported 122 foundations exclusive of 
those dedicated to religious purposes. 
The capital assets in 105 foundations 
were $853,450,114 in 1930. 

The other survey was made by the 
Trust Division of the American Bank- 
ers Association for the purpose of stim- 
ulating interest in the organization and 
development of new foundations. In 
August, 1931, there were 74 community 
trusts in existence with principal funds 
of $32,000,000. If one throws these two 
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surveys together, eliminates duplica- 
tions, and estimates the possible num- 
ber of foundations purposely omitted or 
eliminated because of missing data, the 
result will unquestionably show more 
than $1,000,000,000 in concentrated 
wealth in these organizations. 

The term “foundation” has been used 
loosely in the past to cover a wide va- 
riety of organizations. As described in 
the above report, a foundation “is an 
incorporated charitable trust—with its 
own board of trustees or directors—not 
part of some other institution like a 
university—it must be set up not to 
make money but disburse it—it must 
disburse its funds not exclusively in 
operating its own activities but at least 
in part through grants to outside bene- 
ficiaries”. Thus, trust funds to support 
chairs in universities or not making 
gifts to other organizations or activities 
were excluded. 

Foundations capitalized at $10,000,- 
000 or more are given in one of the ac- 
companying tables. These cover 82 per 
cent of the known capital. Almost 80 
per cent of the known capital is central- 
ized in New York City, while Washing- 
ton follows with over 5 per cent. Al- 
together there were 44 different centers 
noted as headquarters for foundations. 

On the basis of the capital assets re- 
ported, $52,476,137 or 6.2 per cent was 
paid out in grants in the last fiscal year 
available (usually 1930). Of this sum, 
$37,422,458 or 71 per cent was paid out 
of income, 27 per cent out of principal, 
and the remainder in loans. It must be 
borne in mind that some of the founda- 
tions require the principal to be spent 
in a certain number of years. The 10 
largest grants made in 1930 are shown 
in another table on this page. 

In 1930, more than one-third of the 
money was expended in the field of 
medicine and public health by 47 foun- 
dations, while 27 per cent was spent on 
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FOUNDATIONS CAPITALIZED AT 
$10,000,000 OR MORE 


Rank Name 


1 Carnegie Corporation of New York $159,860,783 


2 Rockefeller Foundation 
3 General Education Board 
4 Duke Endowment 

5 Commonwealth Fund 


6 Carnegie Institution of Washington 
7 Carnegie Foundation for the 
Advancement of Teaching 


8 Altman Foundation 
9 Russell Sage Foundation 


10 M. & L. Guggenheim Foundation 
11 Julius Rosenwald Foundation 


12 Buhl Foundation 


13 Carnegie Endowment for Inter- 


national Peace 


14 Julliard Musical Foundation 


15 Milbank Memorial Fund 


16 Children’s Fund of Michigan t 
17 Maurice and Laura Folk Foundation 10,000,000 


Percent of 
Known Capital 


Capital 
147,373,921 
93,936,152 
50,000,000 
42,950,712 
33,714,249 


31,533,177 
15,000,000 
14,140,000 
13,711,295 
12,483,151 


12,084,419 


(These represent 82 per cent of the known capital) 


general education and 15 per cent on 
physical and social sciences. The Rocke- 
feller, Carnegie, Rosenwald, Duke, 
Commonwealth, and Milbank founda- 
tions all made large grants in these 
fields. The 12 largest grants made in 
1930, classified by fields, are shown in 
the accompanying chart. 

It is surprising to note the lack of 
attention given to the two fields of 
government and politics, and of busi- 
ness, industry and finance, in view of 
general public interest. Only 114 per 
cent of the total grants was expended on 
questions relating to government and 
politics, and a slightly smaller amount 
on business, industry and finance. It is 
certainly fair to assume that these fields 
will have a constantly increasing in- 
terest in the future, and sums formerly 
allocated to old-line type of welfare in 
medicine and education will be diverted 
to these new channels. 

In 1930, administrative costs in 


THE 10 LARGEST GRANTS MADE 
BY FOUNDATIONS IN 1930 


Name 
Rockefeller Foundation 
General Education Board 
Carnegie Corporation 
Duke Endowment 
Julius Rosenwald Fund 
Commonwealth Fund 
Cranbrook Fund 


Carnegie Institution of Washington 


Milbank Memorial Fund 
Spelman Fund 


% of Total Grants 


34.7 


Amount 

$18,192,540 
7,318,373 
4,407,620 
2,544,105 
2,412,010 
2,095,912 
1,903,930 
1,501,375 
1,098,060 
884,342 
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(Some foundations require the principal to be spent in a certain number of years) 


forty-nine foundations reporting such 
data were $2,541,973 or 5.7 per cent of 
the capital assets in the same organiza- 
tions. The administration of organized 
philanthropy as shown by this report 
is developed at low cost. 

While American foundations date 
back some 30 years, the community 
trust has been in existence only 17 years. 
Originated by the late Frederick H. 
Goff of Cleveland in 1914, by the close 
of 1920 there were 38 such funds in ex- 
istence. By August, 1931, the number 
had increased to 74. In the past 10 
years, the growth of the principal funds 
in these trusts has been rapid, jumping 
from $7,000,000 to $32,318,614, or more 
than 460 per cent. The 41 trusts having 
principal funds disbursed approximate- 
ly $1,000,000 in 1930. 

The community trust meets a real 
need in providing machinery by which 
large and small gifts may be safe- 
guarded and used with the best judg- 
ment of each generation for the needs of 
that generation. It was primarily con- 
ceived because of the constantly chang- 
ing social point of view with respect to 
charity, and secondly, because charita- 
ble problems can best be solved by the 
living rather than the dead. As evidence 
of this fact, more than 20,000 charitable 
gifts in England and the United States 
have been rendered useless because of 
the obsolescence of their original pur- 
pose. As examples, there are the famous 
cases of Girard College, Dartmouth 
College, and the Stranded Pioneers 
Fund in St. Louis. 

The organization of community 
trusts, with (CONTINUED ON PAGE 789) 
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14 Insurance Companies Operate 
10 Million Acres of Farm Land 


By A. CLOYD GILL 


DELEGATION of business men 
from an important Mid-West 
metropolis came to New York re- 

cently seeking a loan with which to re- 
finance certain city properties. They had 
heard that the insurance companies had 
ample funds and were encumbered by 
millions of dollars of farm mortgage 
paper. In brief the group was willing to 
accept 20 per cent of the loan in farm 
mortgages. 

The proposal was coldly received, be- 
cause the insurance executive to whom 
the idea was offered was quick to an- 
nounce that his company was content 
to hold its farm paper and stood ready 
to place more loans where farmers could 
meet the usual requirements. 

Published reports of foreclosures on 
farms by insurance companies have 
been misleading, this executive said. 
One New York company, for example, 
has made more than 50,000 farm loans, 
representing an outlay of about $400,- 
000,000. Of this sum, $181,000,000 is 
outstanding today—and there have 
been only 1,300 foreclosures. These in- 
volved farms worth in the aggregate 
about $13,000,000. 

The number of fatalities, all things 
considered, is far less than would have 
been registered in the case of any 50,000 
loans made indiscriminately among nu- 
merous types of borrowers in the aver- 
age city or town. In fact, this experience 
has convinced the insurance companies 
that the farm loan, in spite of the de- 
pression and the tragic experiences of 
some farmers, is still one of the safest 
they can make. 

Probably not more than $100,000,000 
worth of farm lands have been acquired 
by insurance companies through fore- 
closure proceedings, one farm loan ex- 
pert estimated. 

Contrary to the belief of the general 
public, a foreclosure does not mean loss 
of investment, but merely a change in 


And at the Moment, There Are 
Five Applicants for Every Farm 


Paralleling the great work being done by the Agricul- 
tural Commission of the American Bankers Associa- 
tion in the betterment of agriculture, is the nation-wide 
effort of large insurance companies to improve the art 
of farming. Mr. Gill, the writer of this article, is an 
outstanding authority on insurance topics. The story 
he relates is new and its implications are amazing. 


the form of the company’s investment. 
In fact, it can and sometimes does mean 
a substantial appreciation in the value 
of the investment. 

Normally 54 per cent of the farms of 
the United States are unencumbered by 
any mortgage or trust of any kind. Even 
after 30 months of a business depres- 
sion, this figure is still probably correct. 

Fourteen major insurance companies 
that hold 82 per cent of the nearly 
$2,000,000,000 of farm mortgages out- 
standing among insurance companies 
effected three years ago an informal 
organization or conference to function 
as a clearing-house for information re- 
lating to farm loans in force and pro- 
jected. Each company now knows how 
they are distributed as to states and 
counties. In the aggregate this confer- 
ence operates about 10,000,000 acres of 
agricultural land. Their interests are es- 
sentially the same. 


AVERAGE LOAN $4,000 


WHILE all companies issue the same 
type of loan and their terms are identi- 
cal, they do not loan the same amounts 
per acre. The average loan for all com- 
panies in the conference is $4,000. 
Meeting periodically in New York 
and sometimes in the Middle West, the 
conference has been able to develop and 
keep before it a complete and accurate 


picture of the problems of the partici- 
pating companies as well as the troubles 
of the farmers. 

In some cases the companies have 
been able to join forces with the local 
banker since the two interests must 
share the responsibility for the contin- 
ued operation of the distressed farm. 
Holdings of the banks are about equal 
to those of the insurance companies, 
although some estimate that banks hold 
nearly $3,000,000,000 of farm mort- 
gage paper. 

Members of the insurance conference 
are not farming men; they merely had 
millions of acres of farm land thrust 
upon them; acres they do not want. 
Their primary interest, therefore, is to 
rejuvenate rundown farms they have 
acquired and keep others in a good state 
of repair until such time as the tenant 
can purchase it or the farmer can pay 
off his obligation. 

Large tracts of land in Iowa, North 
and South Dakota, Nebraska and other 
western and southern states are being 
reconditioned; farmers are taught sim- 
ple business management and improved 
methods by farm experts employed by 
the insurance companies. 

And while the companies appreciate 
their direct interest in this great pro- 
gram of agricultural betterment, they 
realize their activities will prove in- 


757 


758 


directly of great value to agriculture 
generally in the states where their stake 
is highest. 

The majority of farms sold by the 
companies after foreclosure have been 
to tenants of former owners. Likewise 
most farms rented are rented to tenants 
of former owners. In the main, the 
farmers who go through foreclosure pro- 
ceedings move to the city to live with 
relatives or seek jobs. 

Sales are made on easy terms. The 
cost is amortized over a period of 20 
to 30 years, payments due annually. 
This offers the tenant an opportunity he 
has long waited for—to own a farm. 

Said one insurance executive: “We 
aim to put on the farm the men who 
really belong there—men who are sin- 
cere in wanting to be farmers and de- 
velop the land. 

“The greatest weakness in our farm- 
ing problem today is the lack of mana- 
gerial ability. The farmer who is a good 
manager saves his farm—the other type 
loses it. We foreclose on the man and 
not on the land. 

“Some years ago, we had to go in 
search of tenants and buyers for the 
farms we acquired. Today, there are 
five applicants for every farm we have 
available for sale or rent.” 

A roof that leaks, fences in a state 
of disrepair, outhouses that need new 
foundations or paint—these, the insur- 
ance investigators learned, contribute 
much to the unhappiness of the farmer. 
So the companies see to it that all farms 
offered for sale are kept in a good state 
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One insurance company has a fleet of workmen, paint 
sprayers and carpenters who travel from one farm to 
another keeping buildings and equipment in repair. 


Deterioration contributes to farmer unhappiness. 


of repair at all times, wherever they are. 

Normally, a farm of 160 acres is sold 
at $50 to $75 an acre. A down payment 
of 10 per cent of the purchase price is 
required. Some pay more, which means 
smaller annual payments thereafter. 
During the past year, about 2,000 farms 
have been sold, to be paid for in 20 to 
30 years. Judging by past experience, 
the insurance companies believe the 
majority of them will be paid for in a 
much shorter period of time. 


GOOD TERMS MADE 


BECAUSE the insurance companies do 
not have to pay interest and other 
charges beyond taxes, they can make 
better terms with a prospective buyer 
than any other agent. 

Profiting by past experience, the com- 
pany does not wait until foreclosure be- 
fore seeking a tenant or buyer. A 
prospect is sought as soon as the local 
insurance agent has reason to believe 
the borrower will default in his pay- 
ments. 

Branch offices of the insurance com- 
panies are maintained in all important 
agricultural regions, so that farms may 
be rented or sold any season of the year. 


Originally, they were rented in January 
or March, but this proved unsatisfac- 
tory for planting plans. 

A good tenant is regarded as a po- 
tential purchaser and every assistance is 
given him. While the man with cash 
today is a bargain hunter for farm 
lands, the insurance companies are not 
looking for real estate speculators, but 
for the man who really wants to be a 
farmer and make the farm his home. 
And such a man is more interested in 
favorable terms of purchase than he is 
in the cash price. 

Some companies are slowing down on 
the number of farm loans they accept. 
They are more cautious, careful and 
observant. Generally, however, they 
hold that as long as there are farms 
there will be farm mortgages. 

Total assets of the companies in the 
farm loan conference are about $18,000,- 
000,000, so they do not regard $2,000,- 
000,000 in farm mortgages as excessive. 
They are constantly in touch with coun- 
ty agents, the Department of Agricul- 
ture and other local, state and national 
farm agencies. One insurance company, 
with a concentration of loans in one 
western (CONTINUED ON PAGE. 795) 
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“The farmer who is a good manager saves his farm—the other type loses it. We foreclose on the man and not on the land” 
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Two Examples of 
Trusteed Benefit Funds 


Industry Needs the Aid 


of Corporate Fiduciaries 


By 


NDUSTRY has always felt, now per- 
haps more than ever before, its ob- 
ligation to faithful employees who 

have been temporarily incapacitated by 
sickness or ill-health. 

Industry has endeavored to meet this 
obligation in several ways. It has car- 
ried group insurance with disability 
benefits on the lives of its employees. 
But these benefits apply more to perma- 
nent disability than to temporary in- 
capacity. It has both encouraged and 
helped its. employees to carry health 
insurance. Out of its own funds, it has 
continued the salaries or wages, in whole 
or in part, of its employees over ex- 
tended periods of sickness or ill-health. 
It has made outright gifts over and 
above regular salary or wage. All in all, 
industry as a whole has been notably 
liberal in provisions for the temporarily 
incapacitated as well as for permanently 
disabled employees. 

Now, industry has begun to turn to 
trust institutions for assistance in the 
administration of these funds. In some 
instances it has asked them to serve 
only as agent for the custody of such 
funds, retaining for itself full power 
and responsibility for making and 
changing investments. It is now asking 
trust institutions, not as custodians only 
but as full-fledged trustees, to take over 
and assume full responsibility for the 
investment of these funds. Two such 
trusts—one on the Pacific Coast and the 
other in the Middle West, and both de- 
signed to serve identically the same pur- 
pose and yet differing considerably in 
several of their administrative features 
—may be accepted as illustrative of this 
type of industrial trust, which is likely 
to receive much wider application as in- 
dustry rehabilitates itself. 

In one trust agreement the general 
purpose of the trust is stated as being 


GILBERT T. STEPHENSON 


for the benefit of the past, present, and 
future employees of the company in pro- 
viding the necessaries of life, medical 
attention, or such other things as may 
promote their comfort and well being. 
In the other, the general purpose is 
stated more specifically as follows: 


(a) To aid by outright gift employees of 
the said corporations who shall be in need 
thereof by reason of illness or other emer- 
gency where such cases shall be deemed 
worthy and meritorious; 

(b) To aid by loans to them, employees 
of said corporations who shall be in need 
thereof by reason of illness or other emer- 
gency where such cases shall be deemed 
worthy and meritorious and where the em- 
ployees so aided shall seem to be able to 
repay the loans so made; and 

(c) To aid in a similar manner and in 
worthy and meritorious cases by outright 
gift or loans the dependent members of the 
families of employees of said corporations 
in cases of illness or death of said employees. 


In both cases the trust institution as 
trustee is clothed with the usual invest- 
ment powers. For example, it is author- 
ized to hold original investments, to 
invest in non-legals, to decide what is 
income and what principal, to charge 
and apportion expenses and losses to 
income or principal, to employ agents, 
to borrow money for the benefit of the 
trust estate, to treat stock dividends as 
income or principal or partly one and 
partly the other, and to compromise 
and adjust claims. There is nothing un- 
usual or novel about these administra- 


Mr. Stephenson is Vice-President of the 
Equitable Trust Company of Wilming- 
ton, Delaware. His article this month is 
the third of a series which is attracting 
attention among bankers throughout 
the country. The articles deal with new 
trust services for American industry 


The advantages of a trust for 
employees temporarily inca- 
pacitated, are: (1) the trust 
is segregated from the assets 
of the company and therefore 
freed of the liabilities of the 
company; (2) provision for 
employees and their depend- 
ents is assured even though 
the company itself at the time 
may be in financial straits; 
(3) the committee in charge 
of distribution and applica- 
tion of the fund is clothed with 
ample powers to meet emer- 
gencies and _ unforeseeable 
needs; and (4) the invest- 
ment management of the fund 
is placed in the hands of an 
experienced trust institution. 


tion powers; they are the ones that every 
trust man is accustomed to in private 
trusts. 

The important difference between 
these two trusts is in the provisions for 
distribution and application of benefits 
among the employees. 

In one of them there is a self-per- 
petuating committee of seven members 
elected originally by the board of direct- 
ors of the company. The committee 
thereafter fills its own vacancies. No 
member of the committee can be a bene- 
ficiary of the trust. The trustee cannot 
make any payment except upon a writ- 
ten order signed by a majority of the 
members of the committee. The com- 
mittee has authority to order the pay- 
ment of part or all of the principal or 
income for the necessities, comfort and 
well being of those who in the past have 
been employees of the company and also 
those who may now or in the future be 
employees of the company, and also 
those-who at any time have been de- 
pendent upon them. These distributions 
may be made direct to the employees 
or their dependents or applied for their 
benefit. 

A very liberal interpretation is given 
to dependents. These include wives, 
children, widows, widowers, fathers, 
mothers, sisters, and such other blood 
relatives as may have been wholly or 
partially dependent upon such employ- 
ees. Assistance may be continued to or 
for the dependents even after the death 
of the em- (CONTINUED ON PAGE 793) 
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UNDERWOOD AND UNDERWOOD PHOTO 


When General Charles G. Dawes speaks, headlines are written. Here he is shown before 
the House Ways and Means Committee in Washington, opposing a cash bonus plan 


Men Who 
Can Speak 


Realize the Importance of 


This Ability in Business 


By JAMES F. 


The author, formerly instructor of pub- 
lic speaking for the New York Credit 
Men’s Association, is now instructor of 
speech at the College of the City of New 
York 


sidering the ability to speak well 

in the business world of 1932. 
First, it is a necessary asset for the well- 
equipped banker and business man. 
Secondly, we are striving frantically to 
fight the depression and to bring our 
economic scales into balance, and any 
ability that contributes to our equip- 
ment in doing these things merits de- 
velopment. 

What value can be put on the ability 
to speak well in public? What training 
is necessary for attaining this ability? 
What emphasis should be placed on ex- 
pression, composition, logic and reason- 
ing, and delivery? These are some of the 
questions the writer has endeavored to 
answer in estimating the views of 36 
of our business leaders on speech and 


Tider are two reasons for con- 
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BENDER 


public speaking for business purposes. 
Within the past few years the ability 
to speak before large and small groups 
has become an increasingly important 
item. Large concerns have developed 
educational departments in which 
courses in public speaking are given to 
meet this need. Such organizations as 
Commonwealth Edison, International 
Telephone and Telegraph, Brooklyn 
Edison, American Telephone and Tele- 
graph, New York Credit Men’s Asso- 
ciation, National City Bank of New 
York, General Motors, and the Ameri- 
can Bankers Association are only a few 
that offer courses to their junior execu- 
tives in speech and public speaking. 
Because of this growing interest in 
better speech in business the writer set 
out to ascertain the exact needs of busi- 
ness executives in the way of oral ex- 
pression. A letter was sent to 50 leaders 
in our major industries asking them for 
their opinions, suggestions or observa- 
tions, and to answer two questions— 
“What does your company expect of its 


executives in the way of speech equip- 
ment?” and “What value do you place 
on good speech as an aid to success in 
the business world?” 

The replies were unanimous in their 
approval of courses in speech and pub- 
lic speaking as a vital part of practical 
business training. 

Mr. Owen D. Young, chairman of 
the board of General Electric, stated in 
his letter: 

“The heads of our large concerns ex- 
pect from all persons in important posi- 
tions the ability to express themselves 
orally: 

“1. Clearly—This means short and 
incisive sentences. 

“2. Orderly—This means paragraphs 
dealing with a particular thought sepa- 
rately and carefully insulated from 
other things the speaker may have to 
say so as to avoid confusion. 

“3. Attractively—This means the 
capacity to select words which have 


One of the outstanding services 
which the American Institute of 
Banking renders its members is 
the training provided in public 
speaking, both through class- 
room instruction and in sectional 
and national contests with prize 
awards. The encouragement thus 
given to these younger bankers 
and the actual platform experi- 
ence afforded to them in this way 
are definite factors in developing 
banking leaders of the future 
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INTERNATIONAL NEWSREEL 


Charles E. Mitchell, chairman of the 
National City Bank of New York, ap- 
pearing at the Senate Finance Committee 


color and suggestiveness and thereby 
make it both easy to listen and to re- 
ceive stimulation. 

“4, Persuasively—This means in ad- 
dition to the above that nicety of ex- 
pression which does not overdo from 
weakness nor overdo in assertion. The 
latter frequently closes the mind of the 
listener and the former does not open 

Clarity of thought and expression is 
also emphasized in the letters received 
from R. E. Wood, president of Sears, 
Roebuck; Floyd B. Odlum, vice presi- 
dent of Electric Bond and Share; Frank 
Vanderlip, chairman of the Teachers 
Insurance and Annuity association; 
Silas Strawn of the U. S. Chamber of 
Commerce; Alfred P. Sloan, president 
of General Motors; and George W. Hill, 
president of American Tobacco. 

“There is no doubt,” stated Mr. Van- 
derlip, “that the ability to speak clearly 
and with sound judgment is a prerequi- 
site of the modern executive.” 


IN EMERGENCY 


MR. ODLUM observed, “Only too of- 
ten a very meritorious solution of a 
problem is lost because the proponent is 
unable to express himself clearly or is 
unable clearly to distinguish between 
essentials and details and to give the 
same force to both.” 

President Wood of Sears, Roebuck 
finds the greatest value of oral expres- 
sion in giving orders— “I regard it as 
essential in an executive to be able to 
express clearly his views and purposes 
to his subordinates when occasion 
arises.” 

Presenting one’s thoughts attractively 
and with a “choicer and more accurate 


use of words” should be the principal 
results of courses in public speaking, ac- 
cording to William Walker Orr, secre- 
tary of the National Association of 
Credit Men. 

“We cannot all be forceful orators, 
but certainly every man should have 
sufficient fluency of speech to express 
himself properly, interestingly, and 
forcefully,” wrote Leonard Dreyfuss, 
president of United Advertising. 

A. H. Wiggin, chairman of the Chase 
National Bank of New York, further 
emphasized that “A feeling for words, 
the ability to find the word which will 
convey the precise meaning, and above 
all, the ability to use language with re- 
spect to the effect upon the mind and 
feelings of the hearer, all these are of 
high importance.” 

Orderliness in arrangement of ma- 
terial is of prime importance in public 
speaking, according to Daniel Willard, 
president of the Baltimore and Ohio 
Railroad, General J. G. Harbord, chair- 
man of the Radio Corporation of Amer- 
ica, and Pierre S. du Pont of the du 
Pont Chemical works. Gen. Harbord 
thinks that the business executive 
“should be able to express himself with 
logical arrangement of his thoughts and 
with a sense of proportion as to what is 
important enough to be included and 
what should be left out.” Mr. Willard 
advocates orderliness of speech material 
as a means to convincingness. Orderli- 
ness to Mr. du Pont means “a clear pre- 
liminary, a clear presentation of the 
subject, and a brief and pointed sum- 
mary.” 


INFLUENCING PEOPLE 


FIVE of these executives feel that the 
most valuable benefit is influencing 
other people by persuasion and convinc- 
ingness. R. L. Hague, vice president of 
Standard Shipping, wrote, “The ability 
to express ideas convincingly in a few 
words aids the executive greatly in these 
days when business procedures are be- 
ing geared up to higher and higher 
speeds.” R. H. Aishton, president of the 
American Railway Association, ob- 
served that it has been his “experience 
that a business executive who can ex- 
press himself convincingly is of inesti- 
mable value.” Walter P. Chrysler, W. 
E. Storey of the Sante Fe Lines, and 
T. B. Macaulay, president of Sun Life 
Assurance, all believe that the objects 
of public speaking for business should 
be convincingness and persuasion. 
Charles E. Mitchell, chairman of the 
National City Bank of New York, is 
representative of a group who, in their 
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replies, emphasized that public speak- 
ing in business should be free from the 
grand style. He wrote, “I believe in pub- 
lic speaking for business executives as 
throughout life it will be found to be 
a most useful tool. It should, however, 
be free from the orator’s style.” 

To a number of the men such items 
as enhanced good will and efficacious 
advertising were found to be valuable 
results of speaking well before audi- 
ences. Matthew Sloan, former president 
of Brooklyn Edison, stated, “Frequent- 
ly executives of companies are called 
upon, or have opportunity, to address 
outside groups regarding matters per- 
taining to their industry, or their par- 
ticular company, either by way of an- 
nouncing improvements or progress in 
the particular industry or company. 
Such opportunities, when taken advan- 
tage of, result in benefit to the industry 
either through increased sales or better 
understanding on the part of the pub- 
lic.” 

What then should be the specific 
training in speech and public speaking 
for busi- (CONTINUED ON PAGE 770) 
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The radio brings together an immense 
audience for the public speaker. Here is 
Mr. Owen D. Young speaking on unem- 
ployment over a nation-wide hook-up 
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Will the British 


Empire Coalesce 


Imperial Conference at Ottawa 


By W. A. McKAGUE 


N JULY next, representatives of the 

leading countries of the British em- 

pire will meet at Ottawa for an Im- 
perial Economic Conference. The main 
and avowed object of the Conference is 
the diversion of empire trade from 
foreign to intra-empire channels. 
Whether this is a mere economic threat 
to the rest of the world, or a real move- 
ment towards economic solidarity of the 
British empire should be apparent when 
the meeting gets well under way. It is 
expected to last for several weeks, and 
elaborate preparations, in the form of 
information and concrete plans, have 
been made. 

Imperial Conferences have been held 
more or less regularly since 1887. They 
have been devoted chiefly to constitu- 
tional matters, and might have contin- 
ued so, were it not for the economic 
situation which has developed in recent 
years. Anyway, the 1930 Conference, 
held in London, brought the constitu- 
tional issue to at least a broad conclu- 
sion, by defining the British dominions 
as “autonomous communities within the 
British empire, equal in status, in no 
way subordinate one to another in any 
aspect of their domestic or foreign af- 
fairs, though united by a common al- 
legiance to the Crown, and freely asso- 
ciated as members of the British 
Commonwealth of nations.” 


AUTHORITY TO ACT 


THE conferences have no legislative or 
administrative power. They are for dis- 
cussion and interchange of proposals. 
But the delegates, who are premiers and 
prominent cabinet ministers, accom- 
panied by advisers from the adminis- 
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United States bankers, industrialists and agricul- 
turalists follow intently what appears to be a trend 


toward an economically more closely knit British 


empire. 


2 Numbering among its potentialities history’s 
© largest peacetime realignment of trade and finance, 


the possible repercussions upon the economic and 
financial structure in the United States are bound- 


Canada Prepares for the less. 
Pushed by the depression, the units of the em- 


pire will meet in Ottawa, Canada, in July to discuss 
and possibly to plan just such developments. 


The ramifications and possibilities are here de- 
scribed by W. A. McKague, a Canadian journalist 
and authority on dominion economics. 


trative ranks, are in a position to pledge 
their respective governments, and to im- 
plement their pledges through prompt 
legislation. 

The Conference meets at a time when 
the people of the empire, as of other 
parts of the world, are struggling to 
throw off the depression. The dominions 
have been seriously affected by the low 
prices of raw materials, while British 
trade and employment have shrunk 
badly. The Dominion of Canada par- 
ticularly, though in better financial posi- 
tion than some other dominions, has 
had to face heavy debts payable in New 
York, a difficult problem of railway 
administration and control, and a series 
of minor political scandals centred 
around the Canadian National Rail- 
ways and the Beauharnois power de- 
velopment. 


LAUSANNE INFLUENTIAL 


THOUGH it is only by accident that 
the Ottawa Conference follows imme- 
diately on the reparations conference to 
be held at Lausanne in June, the atti- 
tude of the empire delegates at Ottawa 
may easily be influenced by what, if 
any, adjustments are made in interna- 
tional debts. If the existing impasse in 
respect to debts, exchange and trade 
continues, the pressure for intra-empire 
trade development will be all the 
stronger. 

This, it will be noted, is an “eco- 
nomic” Conference. The general confer- 
ence of 1930, meeting at a time when 
the clouds of depression were already 
dark, touched but lightly on economic 
matters, because the latter were recog- 


nized to be of such importance as to call 
for a special meeting and adequate 
preparation. Since then, world develop- 
ments have led the British countries to 
seek, almost as a last resort, for trade 
outlets within the empire. The invita- 
tion extended by Premier Bennett of 
Canada, for the holding of such a mect- 
ing in Canada, has therefore been wel- 
comed. It even appears that the dele- 
gates will come armed with concessions 
as well as with demands. 

The Ottawa meeting will bring few 
if any concrete results, however. Some 
broad principles, possibly also a few 
specific changes in tariffs or trade regu- 
lations, may be adopted. But there will 
be no sweeping revision to take effect 
at once. 

The other extreme is that extension 
of trade within the empire may be 
found impracticable, and the movement 
abandoned. This possibility is remote, 
as shown by the fact that arrangements 
are already being made for specialized 
meetings to follow the Conference imme- 
diately, for the purpose of working out 
details of such plans as may develop 
there. An Imperial Economic Com- 
mittee, and an Empire Marketing 
Board, have been functioning in a 
limited way in Great Britain for some 
years. Thus the stage is being set for 
continuous study and negotiation on 
trade within the Empire. 


HOARY TRADITIONS 


BUT the question of feasibility remains 
open, and probably still will be open 
after the Ottawa meeting. Approaches 
to the issue of empire trade in the past 
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have run up against brick walls, in some 
cases old established policies, and in 
others vested interests. The people of 
Great Britain nearly a century ago, 
after a desperate political struggle, se- 
cured the repeal of the corn laws, there- 
by recording their insistence on duty- 
free foodstuffs, and incidentally mark- 
ing the transition of the United King- 
dom from a self-sustained country to 
one dependent on imported raw ma- 
terials. As a political issue “the bread 
of Britain” is not by any means dead. 
Though experimental steps towards pro- 
tection of certain kinds of goods have 
been taken in Great Britain, it would 
be a bold government which would de- 
part definitely from the policy of a 
century past so far as food supplies are 
concerned. 

What, then, has Britain to offer the 
dominions? At the 1930 conference, 
Premier Bennett of Canada, fresh from 
a successful political campaign in which 
the people of Canada confirmed the 
high-protection Conservative policy, 


and doubtless eager to score a further 
outstanding victory by calling the turn 
in British public policy, proposed that 
the principle of empire preference be 
adopted, and he offered a 10 per cent 
concession from general tariff rates in 
Canada. Some of the representatives of 


other dominions gave qualified ap- 
proval, but the British Government 
answered plainly “no”. 


BRITAIN’S DESIRES 


WHETHER the measures suggested 
by Great Britain will satisfy the domin- 
ions, of course depends upon what they 
amount to in fact. On the whole the 
dominions have been skeptical about 
trading dollars and cents, in the form 
of concessions from tariff rates, for 
benefits which may not be realized in 
pounds sterling. Some experience with 
a wheat quota during the past year may 
have enlarged their viewpoint, how- 
ever. And it is also possible that Britain 
may now be prepared to go further. The 
Federation of British Industries, in a 
statement referring to the coming con- 
ference, affirms that the fiscal system of 
the empire must rest upon the founda- 
tion of intra-empire preference, and 
that disaster would follow if the various 
delegations should go to Ottawa simply 
as sellers intent on bargains. 

There is, of course, no doubt as to 
what Great Britain wants. The coal, the 
skilled labor, the industrial equipment, 
the shipping, and the geographic loca- 
tion, which have established her as a 
manufacturing center for much of the 


world, equip her equally well from the 
somewhat narrower empire point of 
view. Britain seeks bigger markets for 
her coal, her manufactures, and her 
transportation services. 


DOMINION ASSETS 


NOW let us look at the overseas 
dominions, in relation to Britain. At 
first glance, the complementary features 
of empire resources and production are 
striking. The grain, livestock, lumber 
and minerals of Canada, the grain and 
wool of Australia, the diamonds and 
the gold of South Africa, the dairy prod- 
ucts of New Zealand, the rubber of the 
British East Indies, the fruits of the 
British West Indies, the cotton of 
Egypt,—here are developed resources 
which are the foundation for a great 
self-sustained empire, the units of 
which may be “equal in status” 
economically as well as politically, with 
the United Kingdom as the manufac- 
turing center. 

But in spite of this almost prophetic 
balancing of colonial production, there 
is competition which might, in an em- 
pire trade movement, call for more 
sacrifices than governments would be 
prepared to make. Newsprint, for in- 
stance, is made on such a scale in 
Canada as to stifle development of that 
industry in other dominions, while the 
farmers of Canada, in turn, have a well 


KEYSTONE 


Mr. R. B. Bennett, who is prime minis- 
ter of the country next door 
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grounded fear of Australian wool, and 
New Zealand butter. These points 
might be overcome by a carefully bal- 
anced system of quotas, or by prefer- 
ences accorded by the United Kingdom 
to the dominions, but not by one domin- 
ion to another. Such plans would put 
the tremendous weight of the great 
British market into the development 
of raw materials at the point of lowest 
cost within the empire, while leaving 
the other dominions free to encourage 
home production to the limited extent 
of their domestic market. 


POTENTIAL OBSTACLES 


BUT competition in raw materials is 
the least of the difficulties. The great 
obstacle in the way of real empire trade 
preference, undoubtedly lies in the allo- 
cation of manufacturing. Though manu- 
facturing in the overseas dominions is 
limited in comparison to that in the 
United Kingdom, the vested interests 
are by this time too great to be sacri- 
ficed. The dominions certainly will not 
offer Great Britain any blank check in 
this regard. They definitely will bid for 
certain types of manufacturing, for their 
domestic markets at least, and possibly 
also for the right to compete for empire 
business on an equal footing. Australia 
already has gone far in the manufacture 
of textiles, of wines, and of numerous 
other products. Canada, with its im- 
portant domestic consumption, its 
plentiful hydro-electric power, its good 
location in relation to the rest of the 
empire and the world, and with the aid 
of some imperial preferences granted 
by other dominions, has developed 
sizable manufacturing concerns, con- 
trolled in part at home and in some 
cases by United States companies. For 
any dominion government to throw one 
or more of its big industries on the altar 
of empire trade, almost certainly would 
spell its own disaster. 

Coal is an illustration of special in- 
terest. It is a product which Great 
Britain is most anxious to sell, and 
Canada is the one nearby and impor- 
tant empire market, where British coal 
is very nearly on a competitive basis 
with United States coal. But Canada 
herself has tremendous coal supplies. 
The reason she imports heavily is be- 
cause these supplies are far east and 
west, as compared with the Virginia 
and Pennsylvania fields, and also in 
relation to quality and cost at the mine- 
head. Canadian coal miners and oper- 
ators are clamorous for exclusion of 
United States coal. They would scarcely 
be satisfied (CONTINUED ON PAGE 791) 
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Ideas and Opinions 


A Time-Saving Digest of 


Current Banking Thought 


This is a clearinghouse of items rep- 
resenting the experience and_ best 
thought of banking on the principal 
problems of the day. Its purpose is to 
show how other bankers have answered 
some of the same questions that puzzle 
you. If you require complete copies of 
any papers summarized here, the Jour- 
nal will forward a request to the proper 
source. 

The items were taken from the pro- 
grams of conferences in St. Louis and 
Nashville, under the auspices respec- 
tively of the Savings and Trust Divi- 
sions, American Bankers Association. 


TRUST POLICIES 


“Trust Service and the Public’ 
Frederick R. Behrends, Vice President, 
California Trust Co., Los Angeles. 
Nashville, Tennessee, April 29. 


THE extensive financial progress and 
change of the past two decades has been 
a great boon to trust development. 
Those who have accumulated resources 
now need some adequate husbandry of 
them for those whom they want to ben- 
efit. The record of trust departments 
and companies during the depression 
has been excellent. 

“The real test we welcome is whether 
we have so administered our trusts that 
the assets have been substantially less 
affected than those under individual 
control. . . . I believe that foreclosures 
on our loans are not over two per cent 
of the total loans we hold—a remark- 
able proof of our wise policies. . . . Our 
bond accounts show average deprecia- 
tion of 15 per cent and our stockhold- 
ings 35 per cent; these losses, severe as 
they may be, are approximately one- 
half of the shrinkages in value of securi- 
ties listed on the New York Stock Ex- 
change.” 


A BANKING PLATFORM 


“Looking Ahead” 

S. L. Cantley, 

Finance Commission of Missouri. 
St. Louis, Missouri, April 21 


CONDEMNING the _ uncontrolled 
licensing of banks in the United States, 
and the lack of power for supervisory 
Officials, the speaker laid down a plat- 
form for avoiding pitfalls in the future. 
This program included: 

Higher capitalizations, higher re- 
serves, segregation of commercial and 
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savings banking, restriction of commer- 
cial banks to demand deposits, stringent 
investment restrictions, divorcement of 
security affiliates, better examinations, 
maximum loan limits, restriction of 
types of loans, refusal of loans to offi- 
cers and directors, more rigid require- 
ments and regulation for directors, uni- 
form types of reports, active discount 
committees, limited dividend rates, re- 
striction of real estate loans, limitation 
of public funds, establishment of a div- 
idend earned basis, uniform activity 
and service charges. 

For banking departments, he urged 
the removal from politics, liquidation of 
closed banks through the department. 

e 


TRUST DEVELOPMENT 


“Practical Policies For New Business Develop- 
ment” 

A. Key Foster, Assistant Trust Officer, 
Birmingham Trust & Savings Co., ; 
Nashville, Tennessee, April 30. 


THE “mass development” era of trust 
work has closed, with all its attendant 


MURILLO 
Judge Thomas C. Hennings, vice-presi- 
dent of the Mercantile-Commerce Bank 
and Trust Company of St. Louis and 
President of the Trust Division of the 
American Bankers Association 


dangers, in the South. We now stand on 
the threshold of a new and much more 
promising period, which the speaker 
called a “quality” age. It will be based 
on the record of performance of the ad- 


ministrative department and not on the 
extravagant promises of a_ solicitor, 

Advertising must continue, with 
greatest emphasis upon the educational 
feature. Trust work must be divorced in 
the minds of the public from the broad 
field of commercial banking. Direct by 
mail advertising is satisfactory, though 
lists must be reduced and more investi- 
gation made. Due to recent experiences, 
future trust development should be 
easier, with living trusts offering prob- 
ably the brightest field. 


MUNICIPAL FINANCE 


“Savings Funds and the Cost of Government” 
Gaylord C. Cummin, President, 

Municipal Securities Service, Boston. 

St. Louis, Missouri, April 21 


THE subject of municipal finance was 
discussed from two aspects, that of the 
taxpayer and the first mortgage holder, 
and that of the municipal security own- 
er. In the discussion several aspects of 
the subject usually not greatly stressed 
were covered, including the “hidden 
debt” incurred when a new position is 
created, impairment of operating funds, 
limits of taxation and overlapping 
debts. 


REALISM URGED 


“How Shall We Advertise Savings” 

Walter Distelhorst, Advertising Manager, 
First National Bank-Kentucky Title Trust Co., 
St. Louis, Missouri, April 21. 


FREQUENTLY stressing the theme 
that bank advertising faces a new state 
of mind because of the scare through 
which people have passed, the speaker 
urged realism and frank talk in copy, 
and service to supplement it. Obtain- 
ing the return of hoarded money can 
produce good testimonials. Concrete 
reasons for keeping funds in a savings 
bank are many. Emphasis upon “saving 
for a rainy day” may have been too 
much lessened. Community history and 
customer help are other ideas. 

“In conclusion, let there be a fair 
balance between the space used for sav- 
ings and for other departments. Un- 
usual expansion is not advisable. We 
are out to recapture confidence; star- 
tling tactics militate against that.” 


STOPPING RUNS 


“Meeting Public Fear” 

J. V. Holdam, Assistant Vice-President, 
First National Bank, Chattanooga, Tenn. 
St. Louis, Missouri, April 22. 


ALARGE number of ways in which runs 
start were recounted. Then the speaker 
discussed a number of possible remedies 
under the titles of public relations, with- 
drawal notices, publicity, keeping good 
order and good humor, closing hours, 
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legitimate business, willingness to pay, 
atmosphere, safe deposit boxes, panic 
deposits, and regaining deposits. 


DEPRESSION PROBLEMS 


“Coming Out of the Economic Woods” 
Isaac Lippincott, Washington University, 
St. Louis, Missouri, April 22. 


THE community must decide between 
a planned economy and a system which 
makes immediate use of new discover- 
ies. The latter is now in use, and prob- 
ably would be retained on a referendum, 
yet cyclical movements under it are 
inevitable. There are faint signs that a 
real bottom has been reached in this 
one. Business’ paramount need today is 
a solid basis upon which to build. Until 
that has been reached credit injection is 
futile. More than anything else, legis- 
lative measures which increase the risk 
of industry should be avoided. 

“There is no justification in taking 
away funds from the people to be used 
in wasteful expenditures. And eventual- 
ly such practices will impoverish the 
common man who is supposed to get the 
benefits from a fictitious redistribution 
of wealth.” 


PREVENTION OF TROUBLE 


“Being Prepared for Emergencies” 
William McChesney Martin, Governor, 
Federal Reserve Bank of St. Louis, 
St. Louis, Missouri, April 22. 


PROBLEMS of the savings depart- 
ment in the Middle West are broader 
than those in many sections of the 
country because it is a department of 
the entire institution. Loss of confidence 
is usually first indicated in the savings 
department. Any spreading of this 
might be avoided by separating the sav- 
ings department from the rest of the 
bank internally. Some more uniform 
tules and practices also seem needed 
covering withdrawals from savings ac- 
counts. Also the banks’ surroundings 
should be watched closely. 

The Western savings department 
shares the same necessity for protection 
by ample liquidity as the rest of the 
bank. Among other things this neces- 
sitates care as to the details of loans. 
Another protective device is the preven- 
tion of loose talk about the bank by 
officers and employees. 

It is highly important that having 
learned what to do in order to be pre- 
pared for emergencies, we practice day 
in and day out those principles which 
are wise. In this way it is possible that 
if we are unable to do away with emer- 
gencies we may lessen them to a very 
great degree. It is never upsetting when 


we continue to do the usual, but when- 
ever we change the usual, especially 
when a spirit of unrest is abroad, it is 
liable to accentuate, if indeed it does not 
bring on, an emergency. Wise banking 
and eternal vigilance should be our 
every day practice. 


GRADY 
Jay Morrison, vice-president of the 
Washington Mutual Savings Bank of 
Seattle, and President of the Savings 
Division, American Bankers Association 


BUILDING BETTER FEELING 


“Has the Public Lost Confidence in Our Banks?” 
W. R. Morehouse, Vice-President, 
Security-First National Bank, Los Angeles. 

St. Louis, Missouri, April 22. 


CITING considerable evidence, the 
speaker asserted that there was nothing 
to substantiate the frequent claim that 
the public generally had lost confidence 
in banks. Many people, on the contrary, 
are learning the value of a savings de- 
posit in an emergency for the first time, 
and they will never be without one in 
the future. There are better days ahead 
for banking. 

Most rumors about banks are not 
malicious, and education, not law, is the 
best remedy for them. Much of this can 
be done by careful interviews with de- 
positors and by cooperation with the 
press. 


AIDING LIQUIDITY 


“Making Real Estate Loans Liquid” 

Jay Morrison, Vice-President, 

Washington Mutual Savings Bank, Seattle. 
St. Louis, Missouri, April 22. 


NOTING that the increased dealings in 
bonds by all banks produce wide market 
fluctuations which consequently make 
bonds a less desirable liquid reserve for 
savings banks, the speaker advocated 
different procedure regarding secondary 
reserves. This is the use of amortized 
loans. 
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“If a savings bank has a sufficient 
volume of monthly payment loans, it 
will have large collections of principal 
and interest coming in daily, weekly or 
monthly with which to make new loans 
in good times and with which to meet 
withdrawals in bad times.” 


AGRICULTURE’S PROBLEMS 


“Financing Agriculture” 

Wood Netherland, President, 

Federal Intermediate Credit Bank of St. Louis, 
St. Louis, Missouri, April 21. 


CONTRASTING the pioneer’s with 
our own, the present problem is to re- 
tain what the forefathers won and de- 
veloped. Only about one-half of the 
farms are operated by owners, a fact 
with wide ramifications. 

The two important factors in the 
farmer’s financial position are the re- 
lationship of the price of what he has to 
buy to what he has to sell, and, second- 
ly, intelligent management of his affairs. 
Much of the difficulty can be promptly 
improved by a more flexible monetary 
and banking system. Dividing the finan- 
cial problem of the farmer into capital 
obligations and current debts, the speak- 
er discussed each in detail, noting that 
the real estate tax problem is a funda- 
mental issue which can no longer be 
avoided. 


RESPONSIBILITIES 

“Legal Responsibilities and Liabilities of Trus- 
tees” 

William A. Stark, Fifth-Third Union Trust Co., 
Cincinnati, Ohio. 

Nashville, Tennessee, April 30. 


THE basic law governing trustees is 
found in the Sermon on the Mount: 
“No man can serve two masters.” A 
large number of the rules governing the 
trust business are but corollaries of this. 
These were given and explained. In 
conclusion : 

“The rules of conduct laid down by 
law for trustees are based on sound pub- 
lic policy. They are absolutely ridicu- 
lous and absurd only to those who have 
not studied the reasons behind them.” 


INVESTING TRUST FUNDS 


“Trust Investment Analysis in Review of Securi- 
ties” 

R. H. Trott, Vice-President, 

Rhode Island Hospital Trust Co. 

Nashville, Tennessee, April 29. 


THE management of investment funds 
is the essence of trusteeship, and eco- 
nomic changes of the past two years 
have added many problems. The bank 
seeking to act as trustee should develop 
as strong an investment department as 
circumstances permit. The technical 
differences (CONTINUED ON PAGE 780) 
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Events and Information 
WITHIN THE ASSOCIATION 


HE State Bank Division of the 

American Bankers Association 

spoke with resounding emphasis 
against Section 19 of the revised 
Glass bill $.4412. Felix McWhirter, 
President of the Peoples State Bank, 
Indianapolis, and President of the 
Division, sent a letter to members en- 
closing the report of the Economic 
Policy Commission and calling specific 
attention to the position of the Associa- 
tion on the question of branch banking. 
The communication called on all state 
bankers to defend themselves against 
efforts in Washington looking toward a 
unified, national system of banking. 

The revised bill was reintroduced and 
favorably reported to the Senate on 
April 18. Many of the provisions detri- 
mental to the interests of our members 
were eliminated. The Interim Commit- 
tee of the Association gave considera- 
tion to the new bill and while reaffirm- 
ing its previous resolution that there is 
no need at the present time for perma- 
nent legislation of this character except 
for the creation of a Federal Liquidat- 
ing Corporation for closed banks, never- 
theless decided to approve the bill as a 
whole provided it was amended in a 
number of particulars, which it enum- 
erated. 

This action was approved by the 
Executive Council at its meeting at 
White Sulphur Springs. The amend- 
ments proposed approved the principle 
of a Federal Liquidating Corporation 
but without any subscription by mem- 
ber banks. It was further recommended 
that the provisions imposing restrictions 
on the security business which can be 
done by member banks and which pre- 
vent the transaction of such business 
indirectly through affiliates, be elim- 
inated. In case of any misuse of credit 
facilities by member banks it was rec- 
ommended that the directors of the Re- 
serve banks make inquiry from time to 
time and report their findings to the 
Federal Reserve Board. 

The provisions which seek to separate 
security affiliates from member banks 
within three years were disapproved; 
in lieu thereof, it was recommended 
that such affiliates be placed under 
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Branch Banking 
Home Loan Bill 
Norbeck Bill 
Steagall Bill 
Bankruptcies 
€ 


Briefly, the Spring Meeting 
Other Activities 


Bankers who wish to obtain the 
full text of any report or special 
study submitted to the Executive 
Council, American Bankers As- 
sociation, at White Sulphur 
Springs, should write their re- 
quest to the JOURNAL. Included 
in this material are facts, plans 
and policies which will have an 
intimate bearing on the success 
of your bank. Many of these re- 
ports, such as those of the vari- 
ous commissions and commit- 
‘tees, are documents of extraor- 
dinary and permanent interest. 


proper supervision and regulation. It 
was recommended that all the provis- 
ions which deprive state institutions of 
their full charter and statutory rights, 
be eliminated, because such provisions 
would constitute a direct breach of the 
guaranty of Congress under which many 
state institutions joined the Federal Re- 
serve System. 

With regard to Section 19 of the bill 
covering branch banking, the attitude 


-of the Association on this subject as de- 


fined in the resolution adopted at 
Cleveland in 1930 was maintained. 
Copies of the resolution defining the 
Association’s position on the Revised 
Glass bill $.4412 and the amendments 
still thought to be necessary were trans- 
mitted by President Haas to each mem- 
ber of the Senate and the House of 
Representatives and numerous acknowl- 
edgments have been received. 


AT the meeting at White Sulphur 
Springs, our Executive Council adopted 
a resolution confirming the action of 
the Interim Committee in opposing the 
Federal Home Loan bills $.2959, H. R.- 
7620. It was pointed out that the Re- 
construction Finance Corporation and 
the Glass-Steagall bill provide a means 
whereby institutional holders of real 
estate mortgages may pledge them for 
advances which will meet emergency 
situations; that the proposed bills would 
set up permanent organizations which 
not only would discount mortgages but 
which would be banks of deposit per- 
mitted to engage in open market opera- 
tions, in the purchase of Government 
and other securities and of short-time 
bills of exchange; that such a system of 
nation-wide banks necessarily would 
come into immediate conflict and com- 
petition with the Federal Reserve Sys- 
tem and still further complicate the 
multiplicity of banking functions in the 
United States. These bills were, there- 
fore, disapproved and copies of the reso- 
lution of the Executive Council were 
forwarded to each member of the Senate 
and of the House Committees on Bank- 
ing and Currency. 


THE Norbeck bill S.4291, which 
would enable any state to place banks 
in a class by themselves and permit of 
their unlimited taxation, was favorably 
reported to the Senate on April 30, 
1932. Our Special Committee on Sec- 
tion 5219 and our General Counsel are 
strenuously opposing the progress of 
this bill in the Senate. 


THE Steagall Bank Guaranty bill 
H.R.11362, which is opposed by our 
Association and upon which a brief in 
opposition was prepared and filed by 
our General Counsel, was favorably re- 
ported to the House on April 19, 1932. 
The initial contribution of the banks 
was reduced from $200,000,000 to $100,- 
000,000. On May 11, the House Com- 
mittee on Rules at an executive session 
granted a request for a special rule to 
expedite consideration of this bill, which 
means that it may be brought to a vote 
at any time. 
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AN IMMEDIATE ECONOMY 


Ordmary Bookkeeping requires two sets of records, necessitating extra 


labor, extra equipment and a large amount of filing space. Yet it furnishes no real proof 


of accuracy in case of misunderstanding or fraud. 


Recordak Bookkeeping requires only ove set of records, saves 334% 


in labor, 40% in machines, 50% in stationery, and up to 90% in filing space. It pro- 


vides valuable photographic evidence in case of dispute or fraud. 


Banks of every size operating the Recordak No capital investment whatever is required to 
Photographic System of Single Posting attest have Recordak installed. We can give you an 
that (1) it costs much less, (2) it is actually safer accurate estimate of just what your immediate 
in that it provides photographic records of saving will be. It will pay you to fill out and 
original items, and (3) it is tamper proof. mail the coupon. 


R e C O r d ak ida CORPORATION 
350 Madison Ave., New York City 
e Please send complete Recordak information. 
Corporation |= 
Street 


Subsidiary of Eastman Kodak Company City 
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Obsolescence Insurance protects your building against Time and Wear and Tear 


TIME AND WEAR AND TEAR—they’re the insidious fellows 
who undermine your building and rob it of its youth. 
They come inside your stronghold and work away at fix- 
tures and finishes and operating units. Unless the work 
of their guilty hands is remedied, your building will one 
day surrender to them. It will lose its attractiveness and 
its earning power. 

Counteract the work of these three destructive forces 
with Obsolescence Insurance. Lay aside a regular amount 
from the earnings of your building for just this. Have it 
gone over in rigid inspection once each year. From this 
inspection, you can determine just how your Obsolescence 
Insurance fund can best be spent. 

You will want to give your elevators first considera- 
tion when you are insuring against obsolescence, for they 
are in constant use and forever in full view. They at once 
mark your building as either antiquated or up to date. 


The combined benefits from two services offered by 
Otis Elevator Company will give you full protection against 
elevator obsolescence, namely: Otis Elevator Moderniza- 
tion, which provides for complete overhauling to modern 
standards and at extremely low cost, and Otis Elevator 
Maintenance, which provides for care and inspection of 
elevators at the hands of veteran Otis specialists. 


We shall be glad to describe these two Otis services 
more in detail. You need not feel obligated to us because 
of it. Just call your Otis office. Otis Elevator Company 
Offices in all principal cities. 
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THE Executive Council at its meet- 
ing at White Sulphur Springs went on 
record in favor of $.3866 and H.R.9968 
amending and revising the Federal 
Bankruptcy Act. Hearings on these bills 
by the Joint Subcommittees of the Judi- 
ciary Committees in the House and 
Senate will continue until the end of the 
present session of Congress. Mr. M. R. 
Sturtevant, Chairman of the Bankrupt- 
cy Committee, appeared as a witness on 
behalf of the American Bankers Asso- 
ciation. 


Spring Council Meeting 


THE half-year period between the con- 
vention at Atlantic City and the Spring 
meeting at White Sulphur Springs was 
filled with important banking history. 
Because of this fact, the Executive 
Council in its sessions at the Greenbrier 
Hotel on April 25, 26 and 27, had an 
unusually complete program. 

The activities of the Interim Com- 
mittee, as approved by the Council, 
with reference to the revised Glass bill, 
the Federal Home Loan Bank bills, the 
Norbeck bill and the Steagall Bank 
Guaranty bill are described above. 

Governmental extravagance was con- 
demned, and the strictest economy con- 
sistent with adequate defense and public 
service urged. Balanced budgets by 
Federal, state, county and municipal 
governments were held paramount. The 
enormous burden of taxation, now tak- 
ing 25 per cent of the national income, 
was studied as an important cause of 
depression. The Council followed a 


stand taken in 1921 in not opposing a 
stamp tax on bank checks. The Norbeck 
amendment to Section 5219 regarding 
bank taxation, and the proposed change 
in capital gain and loss provisions as 
these affect banking aroused strong op- 
position. Any steps toward a dole were 
vigorously denounced. 

Opposition again was expressed to the 
Home Loan Bank bill. Regret was ex- 
pressed that improvement in funda- 
mentals had not yet followed construc- 
tive financial relief measures already 
adopted, and Congress was criticised for 
disturbing needed confidence. Destruc- 
tive orations in Congress against the 
Reconstruction Finance Corporation 
and against the republics of Latin 
America, were regarded as particularly 
harmful. 

Federal legislative questions occupied 
much of the time of the meeting. Little 
action was reported from state legisla- 
tures. 

Considerable satisfaction was ex- 
pressed for the present low level of bank 
closings, with the Glass-Steagall bill, 
the National Credit Corporation, the 
Reconstruction Finance Corporation, 
and the Citizens Reconstruction Organ- 
ization. The National Bank division 
noted a rise in deposits and loans and 
investments of its members. Unfortu- 
nately, however, savings deposits con- 
tinue to fall. 

Within the Association, extensive 
activities in addition to those concern- 
ing legislative activities occurred in re- 
cent months. The Commerce and 
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Marine Commission is pursuing exten- 
sive studies of American commerce and 
from these has evolved a plan to bring 
business recovery through insuring in- 
dustries against loss in case they at- 
tempt to expand their activity. 

The National Bank Division has 
completed compilation of operating 
costs and expenditures and continues to 
gather facts on investment practice. The 
legal staff is keeping abreast of current 
legislation and legal decisions. The Sav- 
ings Division is studying runs and their 
prevention, and the State Bank Divi- 
sion is sponsoring the establishment of 
regional clearinghouse associations, the 
compilation of budgets and numerous 
other activities. The Trust Division is 
seeking more accurate use of the word 
“trust” and is proceeding with develop- 
ment work. 

Very extensive savings for banks re- 
sulted from the work of the Insurance 
Committee, and the work of the Pro- 
tective Department is attested by a 
much better record for member than 
non-member banks in preventing crimes 
of violence. The Bank Management 
Commission continues many studies 
and development work in its field, and 
progress was reported by the Public 
Education Commission. 

The Agricultural Commission showed 
progress, with 22 states increasing their 
ratings, against decreases by but 17. 
Despite temporary adverse factors, the 
American Institute of Banking reported 
many instances of improvement. Sev- 
eral changes (CONTINUED ON PAGE 792) 


State Associations Elect 


BOYE 


J. F. SULLIVAN, JR. 


STRAUSS 


M. E. HOLDERNESS 


O. HOWARD WOLFE 


Mr. Sullivan, vice-president, Crocker-First National Bank of San Francisco, is the new president of the California Bankers 


Association; Mr. 


Holderness, vice-president, First National Bank in St. Louis, heads the Missouri Bankers Association; and 


Mr. Wolfe, cashier, Philadelphia National Bank, heads the Pennsylvania Bankers Association 
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Public Speaking in Business 


(CONTINUED FROM PAGE 761) 


ness? Let us use the results of the letters 
and, with these in mind, consider the 
subject matter for training. 

First of all, there was stressed the 
need of clear expression. Business lead- 
ers want executives who can speak 
clearly, who have a sense of diction 
and pronunciation, who enunciate dis- 
tinctly, and who speak in_ short 
and well-constructed sentences. The 
course, then, should include work in 
voice and diction and oral composi- 
tion. 

Secondly, the ability to present a 
problem logically was ‘emphasized. A 
consideration of the principles of argu- 


UNDERWOOD AND UNDERWOOD 


George L. Harrison, Governor of the 

Federal Reserve Bank of New York, 

when he appeared recently before the 
House Committee on Banking 


mentation and debate would conse- 
quently serve this end. In the financial 
and business section of a metropolitan 
newspaper there appeared recently these 
headlines—“Sloan Argues U. S. Could 
Not Operate Utilities”, “Railroad Heads 
to Debate I. C. C. Pool Plan Here”, 
“Reasons For Speculative Era In Com- 
modity Markets Given”, “Bankers De- 
bate Glass-Steagall Bill.” While few 
will be called upon to debate ques- 
tions of great importance before large 
organizations, yet every executive 
from time to time must present a 
case to his superior or “the board.” 
The work in argumentation then should 


be based on a consideration of rea- 
soning, clear thinking, brief and out- 
line composition, estimation and evalua- 
tion of sources and authorities, and 
persuasion. 

Thirdly, many of these business lead- 
ers in their letters emphasized such 
items as poise, influencing others, at- 
tractiveness of expression, and orderli- 
ness in arrangement of material. These 
subjects could be presented adequate- 
ly in a consideration of extemporane- 
ous address. In this division of the 
course aS many opportunities as pos- 
sible should be given for actual speak- 
ing experiences. As a matter of fact, 
all three of these divisions should al- 
low the student to get as much actual 
practice as possible. We learn to speak 
by speaking, not by listening to lec- 
tures on the subject of public speak- 
ing. 

With the background of actual speak- 
ing that these courses would provide, 
business executives would well be able 
to qualify along the lines of the ideas 
expressed in the reply from Col. Leon- 
ard P. Ayres, vice president of the 
Cleveland Trust Company. He wrote: 


HUMAN DEVELOPMENT 


“ONE thing that business leaders can 
always do is to communicate their 
thoughts to others. Because there is 
much talking that is aimless, and much 
writing that is not worth reading, we 
have, many of us, fallen into an attitude 
of disrespect toward skill in the use of 
language. And yet it is by the use of 
language that the human race has de- 
veloped. It is that which distinguishes 
man from animals. We live in a world 
of words as animals live in a world 
of things and images of things. To 
the man who can express his thoughts 
in words, so as to influence the rest 
of us, society gives its great rewards. 
The ability to say what we think is 
of value not only because it enables 
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Col. Leonard P. Ayres of the Cleveland 

Trust Company “turns sound thinking 

into sound” when he addresses a bank- 
ing or business audience 


us to communicate our conclusions 
and convictions to others, but also be- 
cause it aids us in processes of clear 
thought. It is true that sound think- 
ing is usually thinking that has been 
turned into sound.” 


‘“‘Why do we ask ourselves in the banking business: ‘Why should 
we be interested to the extent of attempting to learn to become 
speakers?’ Simply for this reason: if you never make a speech in 
your life, the development which you will gain through the learn- 
ing of public speaking will be a help to you and a contribution to 
your bank, because, after all, a bank is a semi-public institution 
and is dependent upon the public’s attitude.”—Mark Bartlett, of 
Greensboro, North Carolina, at the Pittsburg meeting of the Ameri- 
can Institute of Banking, June, 1931. 
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IN TRUE PERSPECTIVE 


79 years of banking experience ...correspondent contact with 3/4 of the banks in the 
state... 79 years of cooperation in the development of Wisconsin industrial and agri- 
cultural enterprises ... From this vantage point, the First Wisconsin is able to see Wis- 
consin in true perspective, to serve its banking needs constructively, and to represent 


it intelligently to banks and business people who seek information or contacts here. 


FIRST WISCONSIN NATIONAL BANK 


OF MILWAUKEE * Capital and Surplus 16 million dollars 


Unit of Wisconsin Bankshares Group 
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a AF fF met fF 45S 


Priced at $102.50 delivered U. S. A. Now on 
display at all local Burroughs sales offices... 
or you may write the factory for full particulars, 


| ee now offers a standard typewriter of the same high quality that has 


long been associated with the Burroughs name. This quality is apparent in its 
attractive appearance and scientific design... in its precision of manufacture... in 
its materials and workmanship ... in its speed, ease and smoothness of operation. 
Behind this new Burroughs Typewriter is the Burroughs standard guarantee, and 
an efficient worldwide organization of service men—trained, paid and directed 
by the Burroughs Company. A demonstration will reveal many exclusive features 
and the distinct advance it represents in typewriter construction and operation. 
BURROUGHS ADDING MACHINE COMPANY. . . SECOND BOULEVARD, DETROIT, MICHIGAN 


Manufacturers of ACCOUNTING MACHINES * ADDING MACHINES 
STATISTICAL MACHINES *« TYPEWRITER BOOKKEEPING MACHINES 
TYPEWRITER BILLING MACHINES *« CALCULATING MACHINES 
CASH MACHINES « TYPEWRITERS * CORRECT-POSTURE CHAIRS 
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Handling Personnel 
in Times Like These 


(CONTINUED FROM PAGE 742) 


rigidity was noticeable a few years 
ago when we were having much dis- 
cussion about middle aged unemploy- 
ment. One of our large financial institu- 
tions that maintains an up-to-date per- 
sonnel department, investigated cases 
of men and women 45 years of age or 
over who applied for work. Of 2,000 
people coming in this class, 72.4 per 
cent were believed to have been idle be- 
cause of their inability to adapt them- 
selves to new employers and surround- 
ings, to the people with whom they 
worked, to the policies of their business, 


or to general conditions. As a result they 
were out of work at a time when jobs 
were plentiful and were largely the vic- 
tims of their own failure to adjust their 
minds so that they could fill available 
positions. 

This state of mental inflexibility was 
only the forerunner of our present situa- 
tion and it should have been further 
evident that this lack of adaptability 
would be a handicap to a speedy read- 
justment. 

It is true that there has been discus- 
sion about this matter of mental flexi- 
bility and that our schools and colleges 
have been making determined efforts to 
remedy the situation. However, the ef- 
fort on the part of our educators has 
not been (CONTINUED ON PAGE 782) 


Waste Motion 
on Credit Data 


Those Dragnet Inquiries 


Lose Time and Money 


By J. N. EATON 


ANK credit departmental relations 
have undergone a_ tremendous 
change within the past 10 or 15 

years. Prior to that time they might 
have been clerical departments with lit- 
tle or no outside and personal relation- 
ship. The operatives of those depart- 
ments were almost unknown to each 
other, as between banks, or at best were 
only signature identities and not per- 
sonal acquaintances. 

Trades have had a tendency to coa- 
lesce in their mutual cooperation for 
many purposes of general research. 
Bank credit men have not been behind 
the times and today there are hundreds 
of credit technicians who have not only 
learned to know each other as signa- 
tures but have met in person in both 
local and national gatherings. 

One of their chief aims has been to 
eliminate waste motion in their corres- 
pondence, without sacrificing effective- 
ness. These men, many of whom are 
loaning officers of considerable author- 
ity, dislike having waste motion thrust 
upon them by bankers less well inform- 
ed or merely thoughtless. And it is with 
no thought of restriction that practice 
has developed a code of ethics. The 


code expresses only the rules by which 
every banker can get better service with 
less waste motion for himself and his 
correspondents. One declaration from 
this code is as follows: “When more 
than one inquiry on the same subject 
is sent simultaneously to banks in the 
same city, this fact should be plainly set 
forth in the inquiries.” 

There is nothing in this declaration 
attempting to restrict a banker from 
writing about any name to all the banks 
in a city at the same time, if he should 
desire to do so. The desire of a banker 
to make certain that his inquiry reaches 
the right institution may prompt him 
to write every bank. He may still feel 
uncertain over the possibility that his 
contact in that distant city might not 
search closely enough to get the essential 
facts. For the sake of argument the ab- 
solute necessity of reaching the bank 
of account is granted. But this stumb- 
ling for information introduces an over- 


Mr. Eaton is Vice-President of the 
Merchants National Bank of Boston. 
He believes that the elimination of the 
wasted effort described in this article 
is a job for the senior bank officers. 
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whelming amount of waste motion into 
the inquiry. The credit department 
knows how to avoid this situation. 

In sending out a blind dragnet inquiry 
the banker calls upon the recipient of 
each letter of inquiry to do his best to 
get the facts. Those banks, not of de- 
posit, start investigations in order to 
get the facts and it is not uncommon 
to find from five to ten investigators, 
bank officers or credit department heads, 
telephoning the sources of information 
or calling on them. The real holder of 
the information must answer the ques- 
tions of numerous investigators and re- 
peat his data many times. After all is 
said, done and inter-changed, the local 
investigating units each write letters 
based more or less on the same facts 
received from the same sources and 
worked up for the same purpose. The 
inquirer must read through from five 
to ten replies and all along the line there 
has been a waste of effort, time and use- 
less costs. 

The bank credit department goes 
about eliminating this waste effort by 
stating in its inquiry either that it is 
making other local inquiries and wishes 
only facts on file without further in- 
vestigation, or that it is making no such 
dragnet inquiry and is relying on the 
efforts of the one recipient. The credit 
department understands this technique. 

But there is another side that can 
perhaps be outlined best by citing two 
exact experiences. In the first case a 
banker had changed his connection to 
become one of the senior loaning vice- 
presidents of a large bank in another 
city. He wanted information in his 
“home town” and wrote to six old bank- 
ing friends. Any one of these would 
have been glad to help him and, as a 
matter of fact, each one started an in- 
vestigation. The account was with a 
seventh bank which had to answer six 
inquiries instead of one. This officer’s 
credit department, headed by a vice- 
president with loan authority, could and 
would have secured all the essential in- 
formation by writing one letter necessi- 
tating one interview and one reply. 

In the other case the credit manager 
of a large bank was handed an inquiry 
addressed to a senior officer although 
the latter’s primary banking activity 
was not in credit lines. The investiga- 
tion revealed blind duplication of in- 
quiries addressed to almost every bank 
in town. This credit manager, knowing 
the credit manager of the inquiring 
bank, wrote him about the duplication. 
He knew nothing of the inquiry, but 
nevertheless apologized. 
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Next, The Lausanne Conference 


(CONTINUED FROM PAGE 741) 


IN the face of all compromise proposals reported from Paris 
and London, the attitude of the German Government and 
the German press towards the Lausanne Conference remains 
that a final settlement must be reached, and that Germany 
cannot pay more reparations, and will not set her signature 
to any undertaking to do so, only to be reproached for in- 
sincerity when events prove it impossible of fulfilment... . 


THE close correlation between reparation and war debt 
payments to France and the United States, the movement of 
gold to those two countries, and its deflationary effect, as 
seen in the headlong fall of commodity prices since the end 
of 1928, is strikingly apparent. . . . It is a melancholy re- 
flection that, for the sake of collecting $400,000,000 per an- 
num in respect of reparations and war debts, there should 
have been inflicted upon the world a measure of deflation, 
and with it a curtailment of production and consumption, 
that may well be assessed at some 10 to 20 times that 
amount. 


V. The Borah View 


This Portion of an April 19, 1932 Address Reflects 
with Reasonable Accuracy the Washington View 


HE key to the European situation, good or bad, is the 

reparation problem. If Europe cannot solve the repara- 
tion problem, if they are unable to adjust that problem, it is 
useless to talk to the American taxpayer about aiding Europe 
by canceling debts, and equally useless to talk to the Ameri- 
can banker about lending more money to Europe. 

Unless the fundamental questions which inhere in the 
European situation can be adjusted, it is not within the 
power of the United States, however liberal and generous its 
policy may be, to reconstruct, reanimate, or rebuild Europe 
in the slightest degree. 


Senator William 
E. Borah of Ida- 
ho, riding “‘Jest- 
er,” his favorite 
horse, in Rock 
Creek Park in 
Washington 


UNDERWOOD AND 
UNDERWOOD PHOTO 
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I do not know whether the reparations question can be 
settled or not. I do not know whether armaments can be 
reduced or not. No man can look into the future and even 
speculate with any degree of certainty. But we do know that 
until those things are settled, the United States is powerless 
to aid in the readjustment of conditions in Europe. 

I would suggest, therefore, that when we are considering 
the question of aiding Europe, building up the markets of 
Europe, or opening the markets of Europe, or rehabilitating 
the purchasing power of the countless millions in Europe, we 
extend our vision beyond the mere question of the debts owed 
to the United States by Europe, that we include the obliga- 
tion and the duty of Europe to meet the situation as it is pre- 
sented to Europe and to Europe alone. 

It is not within the power of the United States to readjust 
the reparations, and neither is it within the power of the 
United States to do very much more with reference to dis- 
armament; with reference to land forces practically nothing. 
These are European questions, and we could not place our- 
selves in an attitude where we could be of any real help to 
the European situation. It is a problem which Europe must 
settle for herself. 

So far as the debts are concerned, they are a very small 
item in this controversy. They might be important if we 
were considering the entire program, the entire readjustment 
of conditions, but considered alone they are a mere bagatelle 
in the question of adjusting the economic conditions of 
Europe. 


VI. The History 


Reparations, First Assessed Against Germany 
In 1921, Already Have Been Revised Twice 


EPARATIONS for the World War were first assessed 

against Germany by the Reparation Commission May 

5, 1921, at a principal sum of $31,416,000,000. The recipients 

were France, Britain, Italy, Belgium, Jugoslavia, Portugal 

and Japan, with France alone to get 52 per cent. The United 
States, of course, asked none. 

Britain, to get 22 per cent, the next year adopted a totally 
different point of view..On August 1, 1922, the Balfour Prin- 
ciple enunciated that Britain would ask no more from her 
debtors than she had to pay to her creditors. 

Post-war chaos which dominated Europe resulted in a re- 
study of the entire reparation question, and on June 7, 1924 
the Dawes committee report was adopted, providing for pay- 
ment by Germany of $1,918,000,000 during the five-year 
period 1924-1929, and leaving the situation unsettled. 

This necessitated a new conference, and on June 7, 1929, 
the Young Plan was brought forth. This called for reparation 
payments from 1929 to 1988, the principal sum of which, 
plus interest, is estimated at $27,641,942,820. On June 20, 
1931, the Hoover moratorium for one year starting June 30 
on all intergovernmental debts was declared. On December 
24, 1931 a meeting of financial experts provided by the 
Young Plan reported Germany unable to meet reparation 
obligations, and on January 9, 1932 Chancellor Bruening de- 
clared that hereafter Germany will pay no more reparations. 

During the period from 1922 to 1926, inclusive, the World 
War Foreign Debt Commission of the United States, through 
extensive negotiations with each individual nation, drew up 
funding plans for the debt each of these owed this country. 
Agreements were entered into with Great Britain, Finland, 
Hungary, Lithuania, Poland, Belgium, Latvia, Czechoslo- 
vakia, Estonia, Italy, Rumania, France and Jugoslavia. 
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“PUBLIC ENEMY NO. 1” 


FIRE—“Public Enemy No. 1” 
has destroyed property to the exterit 
of over five billion dollars in the last 

ten years, 


re a way public enemies have—to 

like darkness. Fire, “Public Enemy 
No. 1,” certainly does, as the record of 
night fires shows. 

Day or night, fire is a costly and dan- 
gerous business; costly, not only to the 
insurance companies, but to the owner 
whose property burns, for no policy 
covers all of the losses that a fire entails; 
costly certainly to other property owners 
who in reality pay for it in their insur- 
ance premiums, and costly, finally, to 
the public who absorb a large part of it 
in rents, 

Years ago mutual fire insurance 
companies set out to reduce fire losses 
among their policyholders. A well 
worked out program of fire preven- 
tion effort was launched which has 
been developed through the years by 
laboratory research; by exhaustive 
field work; by active educational work. 


Fire losses among the hundreds of 
thousands of mutual policyholders have 
been reduced. This loss reduction has 
saved mutual policyholders millions of 
dollars annually — dollars actually re- 
turned to them in dividends cutting the 
net cost of their insurance. 

All fire insurance is good. There are, 
however, distinctive merits and advan- 
tages in mutual fire insurance that are 
of interest to anyone who owns property. 
Write today for an interesting and valu- 
able booklet. Address the Federation of 
Mutual Fire Insurance Companies, 
Room 2100 C, 230 North Michigan 
Avenue, Chicago, Illinois. 


A Remarkable Report of Stability 


It is not boom times, but depression years that 
test the endurance of men and institutions The 
member companies of the Federation of Mutual 
Fire Insurance Companies paid larger dividends 
to policyholders in 1930 and 1931 than in any 


two years of their history; $15,239,744.00 in 
1930 and $17,639,835.00 in ’31. In every case 
full legal reserves have been maintained. Five 
of the 75 Federation companies are more than 
100 years old; 54 have more than 50 years of 
corporate existence. As a group they have over 
6 billion dollars of business in force. 


American University a Mutual Risk 


The ninety-two acre campus of the American 
University at Washington, D. C., contains many 
beautiful buildings, all of them protected against 
fire under mutual policies. Many of the most 
notable educational institutions in the country 
are numbered among mutual fire policyholders. 


MUTUAL FIRE INSURANCE 


FEDERATION OF MUTUAL FIRE INSURANCE COMPANIES 


Nation - wide and Service 


An American 


Institution 
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The scene pictured above has actu- 
ally taken place in bank after bank 
during recent years and has resulted 
inthe nation-wide adoptionof National 
Posting Machines for savings ac- 
counts, because they give a protection 
that no institution should be without. 


Consideration of National Posting 
equipment had reached the board 
room. The president definitely 
favored the change. 


Quickly he sketched the savings 
they could expect both in oper- 
ating cost and in floor space. 
He quoted statements from other 
bank officials showing how serv- 
ice had been speeded up... the 
favorable comments of depositors. 


Then he reached what he obvi- 
ously considered the most impor- 
tant point of all: 


“Gentlemen, laying every other 
reason aside, this resolves itself 
into one of our obligations to our 
depositors and to ourselves. This 


THE NATIONAL CASH REGISTER COMPANY, 


machine gives a protection that we 
never have had, do not have now 
and as far as I know can never 
have in any other way. 


“With this system the record is 
a printed one ... it cannot be 
changed. It is printed on pass- 
book, ledger card and journal 
sheet at one operation, all identical. 


A total which agrees with all 
depositors’ passbooks is kept inside 
the machine THAT IS THE 
TOTAL WE BALANCE TO AT 
NIGHT. It is controlled entirely by 
one key in a bank officer’s hands. 
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“We would have a continuous 
audit of every passbook without 
calling in a single book . . . be- 
cause what is printed on our own 
records must be printed on the 
depositors’ books, 


“I can tell you to the penny what 
the price of this equipment will 
be. But no man in this room can 
tell what it may cost in customers’ 
good will, in unnecessary expense 
and in even more serious losses to 
do without it. I recommend its 
installation . . . because I feel we 
cannot afford NOT to have it.” 


DAYTON, OHIO 


“National# 
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The Condition of 
BUSINESS 


parachute was really going to 

open seemed to describe the gen- 
eral attitude of mind toward the con- 
dition of business through the middle of 
May as the unexpectedly prolonged drop 
in activity continued. At the same time, 
the outstanding quality of this psycho- 
logical attitude of suspense was mani- 
festly one of quiet, though anxious, con- 
fidence that the combined measures 
provided both by business and Govern- 
ment would finally function in bringing 
about a safe landing from the abandoned 
economic expectations that began to 
show structural defects in 1929. 

The maintenance of improvement in 
the banking situation continued to be 
one of the main sources of public con- 
fidence that the basis of better times was 
in the making. The number of bank sus- 
pensions, that showed a marked de- 
crease in February as a result of the 
organization of the Reconstruction Fi- 
nance Corporation, continued at a rela- 
tively low level through April and the 
first part of May up to the date of the 
present writing, and the ratio of reopen- 
ings was likewise high. It seemed safe to 
feel that the element of public hysteria 
in respect to banking had apparently 
been eliminated as a major cause of 
business uncertainty. 


(Frac wonder as to when the 


RESERVE POLICY 


FOLLOWING the establishment of this 
desirable condition it was possible to 
develop a more constructive bank credit 
situation and under the leadership of 
the Federal Reserve System effective 
steps to this end were beginning to show 
results in May. The Reserve Banks were 
buying weekly a substantial volume of 
United States Government securities 
from the market, resulting in enlarged 
deposit funds in the hands of members 
which were thereby enabled to reduce 
their borrowings from the Reserve 
banks. This led to a situation in New 
York that in several previous depres- 
sions has been the first step in financial 
recovery, that is, the development of ex- 
cess reserves or idle funds. Whereas 
heavy indebtedness of member banks in 


New York and elsewhere to the Federal 
Reserve had previously evidenced a 
stage of credit stringency in the depres- 
sion, this Federal Reserve policy exer- 
cised an influence toward credit ease and 
expansion, which should normally place 
the banks in a position to adopt a more 
aggressive policy in making sound in- 
vestments and in extending increased 
commercial loans to business and indus- 
try wherever justified expansion in ac- 
tivity called for them. A slight expan- 
sion in the loans and investments of 
New York banks, in place of the de- 
pressive contraction of previous weeks, 
became evident, and promised to spread 
to other financial centers. A movement 
of this kind, of sufficient volume and 
duration, if reinforced by a basis of 
sound industrial and commercial activ- 
ity, ordinarily means the beginning of 
business recovery. 

The Reserve policy in mid-May en- 
tered a third phase. During the first, ex- 
tending from February 24 to April 6, 
the Reserve banks purchased Govern- 
ment securities at the rate of about 
$25,000,000 per week. The second phase 
was more vigorous, involving purchases 
of Government obligations at the rate 
of $100,000,000 per week from April 
6 to mid-May. The combined effect of 
these two periods was the reduction of 
member bank indebtedness by $364,- 
000,000 to a total of $471,000,000, the 
piling up of excess reserves of more 
than $200,000,000 in New York and 
Chicago and appreciable additional 
amounts in other leading cities, and 
some increase in deposits. 

The beginning of the third phase was 
marked by the use of Government se- 
curities to back Federal Reserve notes. 
This resulted from (1) declining eligi- 
ble paper in the system as banks paid 
off their indebtedness, thereby necessi- 
tating (2) substitution of gold behind 
the Reserve notes for the eligible paper 
withdrawn and (3) declining gold in 
the System due to a new outward move- 
ment of the yellow metal. The incidence 
of these three factors reduced the 
amount of gold not tied up behind notes 
and deposits to a very low level. 


To increase this working margin of 
free gold the System announced that it 
would thereafter use Government secur- 
ities for note backing. It was therefore 
announced that this practice would be 
followed in whatever amount was nec- 
essary to maintain a $400,000,000 dif- 
ferential between the System’s cash re- 
serves plus eligible paper and the 
amount of Federal Reserve notes in ac- 
tual circulation. The third phase of the 
Reserve policy also was marked by a 
new effort to persuade business to use 
the funds released. A board of 12 bank- 
ers and industrialists was named for 
that purpose. 


CONGRESS 


ANOTHER favorable factor was the 
fact that apparently the worst had been 
heard from Congress in the form of un- 
sound proposals and threats of legisla- 
tion affecting business and finance, such 
as the soldier bonus, inflationary mea- 
sures or over-drastic banking laws, and 
that in the short time left before ad- 
journment, there was reason to hope, no 
fundamentally detrimental legislation of 
this class would actually be enacted. 
On the other hand the prospects seemed 
to improve that the time left would be 
devoted to setting up at least a techni- 
cally balanced budget by means of ap- 
propriate taxation and economy mea- 
sures. These prospects of themselves 
served for some time to reduce a major 
source of uncertainty in business and to 
promote a mood of greater confidence in 
making plans and commitments for the 
future. Better feeling arising from this 
outlook was jarred,somewhat, however, 
when in mid-May leaders of both 
houses of Congress made public state- 
ments casting doubt on the June 10 
adjournment. 

In retrospect, it is now plain, that de- 
spite the fears, confusions and delays 
caused during the present session, cast- 
ing unquestionably dampening effects 
at times on other forces of business re- 
vival and exerting a tendency to retard 
recovery, nevertheless some sound and 
helpful measures were also produced, 
while none of the major really destruc- 
tive measures that were threatened have 
been thus far actually enacted. As a 
factor in business the activities of Con- 
gress, although conceivably they could 
have been much more helpful than they 
have been, also could have been far 
worse, and furthermore some essential 
aids have been given by it that could 
have come from no other source. All in 
all business men have a good deal to be 
thankful for in this direction. 
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First Aid to Borrowers 


(CONTINUED FROM PAGE 739) 


ness 40 per cent. We maintain monthly 
supervision over their affairs and believe 
we will eventually save the business that 
was well on the road to oblivion. 


ANOTHER company in the electrical 
contracting and fixture business was 
short of working capital. A wholesale 
house, anxious to sell material to the 
firm, told the president that he could 
have a line of credit running into four 
figures and that he need not worry 
about it, that he could carry this amount 
indefinitely on the books of the whole- 
sale house. 

Then along came the depression. The 
wholesaler, knowing that the company 
had a nice business, began broadcasting 
credit information to the effect that it 
did not clean up its obligations. When 
reproached by the president of the com- 
pany, the wholesaler suggested that he 
would accept 51 per cent of the stock 
and cancel the debt, which would mean 
that the president would lose control of 
the business which he had built up slow- 
ly and at great personal sacrifice over a 
period of years. 

He laid his troubles before his banker. 
The need of working capital was 
pointed out and assented to. Query: 
how to secure it? 

Finally the capital structure was re- 
arranged. An equal amount of stock was 
issued to the president of the company 
and to the wholesaler, and two shares 
were deposited in trust with the banker. 

The vexatious control factor was 
eliminated; the company secured the in- 
creased working capital; an arbiter had 
been selected; and the wholesale house 
has a good customer and is satisfied 
with its investment. The arbiter can 
transfer the stock only to the treasurer 
of the company with the consent of both 
parties. 


ANOTHER corporation had lines of 
credit with nine different banks varying 
from $50,000 to $250,000. Because of 
losses sustained in 1930 several of these 
banks were calling their loans, which 
meant disaster. 

Through past solicitation of business 
their organization was acquainted with 
us which brought them to us for a dis- 
cussion of their problems. We studied 
their situation over a period of six weeks 
and finally loaned them $50,000, which 
covered their need according to budget. 


When they first presented their case 
they owed $525,000 to be liquidated 
down to $75,000 by the end of last year. 
This was accomplished. 

Our action influenced another bank 
to enter the picture with the result that 
confidence was restored in the minds of 
their other banking connections and to- 
day that company is firmly entrenched 
with all its former banks and with 
definite lines of credit. 

The three requirements we imposed 
were continuity of management, a 
pledge not to withdraw corporation 
funds for personal purposes, and dis- 
continuance of dividends. Today they 
owe us nothing and have an average 
balance of $50,000. 


A CERTAIN manufacturer of fixtures 
started on, a shoe string in early days 
and built his sales from $5,000 a year to 
$260,000 in 1929. His expenses and 
overhead increased accordingly. 

He increased his space from one room 
to four floors and on sales of $160,000 
lost $21,000 in 1930. His loss was 
$22,000 in 1931. Then to the banker. 

The banker looked at his statement 
and inquired “You made sales of 
$30,000 in 1915?” 

“Yes,” replied the manufacturer. 

“Did you make a profit?” 

“I did.” 

“Well,” said the banker, “you sold 
$140,000 last year. What prevented you 
from making a profit?” 

The client saw. He reached for his 
hat and went back to his plant. Today, 
on greatly decreased overhead, he oper- 
ates in part of one floor. His sales will 
be $80,000 this year, and he will show 
a profit. 


A CORPORATION manufacturing un- 
dergarments for women in the moderate 
priced field, about two years ago went 
into the manufacture of a high-priced 
garment and purchased another factory. 
After a year of losses, we advised the 
discontinuance of the new line. The 
company did not agree with our views 
and its financial structure at that time 
was such that they did not feel they 
had to acquiesce. The second year’s 
operation of the plant entailed a loss so 
serious as to make it plain they could 
not continue. 

We compiled a budget for 1932 in- 
volving drastic curtailments in factory 
overhead and the complete discontinu- 
ance of the higher priced merchandise. 
We supervise the monthly results and 
the picture as it now appears indicates 
that with no increase in business as com- 
pared with last year, they will be able 
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to cover expenses and probably show a 
small profit. This sounds quite simple 
with this brief résumé, but has actually 
entailed much of the bank’s time and 
effort. 


ANOTHER company, started about 20 
years ago by two brothers, has grown 
to its present size (gross business, $2,- 
000,000 annually) under the manage- 
ment of these brothers. Manufactures 
and sells nationally known electrical 
products and for some years had virtu- 
ally a monopoly on its leading product 
due to patent. Company has continued 
to the present time under same manage- 
ment. 

A material decline in business started 
in June, 1931, and reached such serious 
proportions that the affairs of the com- 
pany were approaching a crisis. It be- 
came evident that the problem was be- 
yond the scope of the management. 
Their entire business experience was 
confined to building this particular com- 
pany and they were not cognizant of 
many modern methods of organization, 
manufacture and control. Also, in their 
growth they had accumulated a _ per- 
sonnel which was not 100 per cent pro- 
ductive and in many instances em- 
ployees were almost pensioners. 

The bank was instrumental in intro- 
ducing personnel of the training, experi- 
ence, and intelligence to work out solu- 
tions of the many problems involved. 
This was done in January of this year. 

To date overhead has been reduced 
about $100,000, factory methods have 
been standardized and materially im- 
proved, sales policies have been form- 
ulated and put into effect that will 
greatly benefit the company, manufac- 
turing and selling cost have been de- 
cidedly lowered. 

An example of results might be cited. 
In March of this year the company 
broke even on $53,000 worth of gross 
business as against a very substantial 
loss in March a year ago on over twice 
as much business. 

These changes have been effected 
with the full cooperation of the manage- 
ment and because they are now able to 
see a satisfactory solution to many of 
their problems, the state of mind of the 
management has greatly improved and 
from an attitude of defeat they have 
changed to an attitude of optimistic 
aggressiveness. 

(The JOURNAL has in its files a large 
number of fact stories from bankers, 
covering situations in many lines of 
business ranging from large manufac- 
turers to small town merchants and 
farmers. Additional selections will be 
published in later issues. ) 


778 


AMERICAN BANKERS ASSOCIATION JOURNAL for JUNE, 1932 


Direct Action 


At Central Hanover 
the policy of prompt 
decisions and direct 
action speeds the 
business of our 


correspondents. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


NO SECURITIES FOR SALE 


Representatives in 


PARIS, BERLIN AND BUENOS AIRES 
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Philadelphia’s 
Largest and Oldest 
Bank 


The Philadelphia National 
Bank began business more than 
one hundred and twenty-eight 
years ago. Today this institu- 
tion still holds its position of 
leadership among the larger and 
older banks of the country. 


To have survived the crises 
and changes of more than a 
century is an indication of 
strength and soundness. To 
have maintained leadership in 
the face of changing times and 
methods is the test of service 
consistently efficient. 


Age should mean something 
other than mere will to sur- 
vive; greatness, more than an 
accumulation of figures. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
PHILADELPHIA, PA. 


CAPITAL, SURPLUS and PROFITS . $46,000,000 


Ideas and Opinions 
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between securities, once relatively un- 
important, are now paramount. 

Sound securities should be retained if 
such retention does not deprive the life 
tenant of a reasonable income. If the 
outlook is unfavorable—sell. Further- 
more, the sale of one speculative secur- 
ity does not justify the purchase of an- 
other speculative security. Diversifica- 
tion always should be followed. 

The investment of new funds must 
always be made on the principle that it 
is the trustee’s duty to conserve rather 
than create. The study of securities as 
securities, and securities as relating to a 
separate account should be separated. 


CONSERVATION 


“Conservation—The Keynote of Trusteeship” 
James C. Shelor, Assistant Trust Officer, 
Trust Company of Georgia, Atlanta, Ga. 
Nashville, Tennessee, April 29, 


THE corporate fiduciary is better fitted 
to conserve the estate so that it will be 
ultimately available to fulfill the pur- 
poses of the deceased than the individu- 
al fiduciary. Three classes are interested 
in conservation of estates: the testator 
or trustor, the life tenant and the re- 
mainderman. Despite all other sales ar- 
guments the public must believe that 
everything possible will be done to con- 
serve the estate or new accounts will 
be rare indeed. The present problem of 
the administrative officers is to make 
this true. 

The essential phases of trust depart- 
ment organization to arrive at the goal 
are adequacy of (1) well trained per- 
sonnel; (2) accounting methods; (3) 
supervision of investments, and (4) 
management of real property. Too 
many institutions today do not have 
these essentials. Trust business cannot 
be handled as a sideline. 


CO-MINGLING TRUST FUNDS 


“The Co-mingled Trust Fund and Small Estates” 
Maclin F. Smith, Trust Officer, 

Birmingham Trust & Savings Co. 

Nashville, Tenn., April 29. 


SOMETIMES it is very difficult to get 
proper diversification for the small trust, 
which means that it is difficult to follow 
the fundamental principle that trust 
funds should not be mingled. The early 
practice of participations in mortgages 
did not solve the problems of diversifi- 
cations in other securities. Co-mingling 
thus becomes desirable for both the 
small trust and to provide for the 
prompt investment of small balances. 
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Three different methods exist for co- 
mingling. First is the pool plan, where- 
by each participant in theory owns out- 
right a fractional undivided interest in 
each asset of the pool. Secondly, the 
trust plan operates with a declaration 
of trust by a common trustee for the 
fund. Third is the corporate plan where- 
by funds are co-mingled and set up as 
a separate legal entity. 

A number of problems face each of 
these plans as to set-up, besides which 
are numerous difficulties with co-min- 
gling itself. Despite all these, how- 
ever, the speaker felt that co-mingling 
constitutes a great step forward in in- 
vestment of funds of small trusts and 
that usage and development would 
solve the problems. 


INSURANCE TRUSTS 


“Life Insurance Trusts As Business Builders” 
Thomas W. Vinton, Trust Officer, 

Bank of Commerce & Trust Co., Memphis, Tenn. 
Nashville, Tennessee, April 30. 


THE trust department has nothing to 
offer but service, and most shortcomings 
in performance are caused by the failure 
of someone to get all the facts and act 
upon them properly. The insurance 
trust should be used as a reserve. 

Cooperation with the underwriter is 
the keynote to the insurance trust phase. 
However, instead of the insurance trusts 
being business builders, the speaker be- 
lieved that actually new business should 
be the insurance trust builder. 


TREASURY VIEWPOINT 


W. O. Woods, Treasurer of a United States, 
St. Louis, Missouri, April 2. 


TRACING the causes from which 
hoarding developed, the speaker then 
explained the two great steps to relieve 
the situation—the Reconstruction Fi- 
nance Corporation and the Glass-Steag- 
all measure. He pointed to the fallacy of 
numerous other ideas that are being | 
submitted at the present, especially that 
calling for more money. 

Admitting that the Treasury has an 
unpleasant duty in administering the 
rules of security behind postal savings, 
he nevertheless defended these rules and 
emphasized that the postal savings sys- 
tem has been a constructive force in the 
present strain. The Federal financial 
position was explained in some detail, 
with especial stress on the need for a 
balanced budget. In conclusion: 

“The great need of the hour is for con- 
fidence to be restored as to the sound- 
ness of the investments in commercial 
enterprises and in the banks. The plans 
are well laid to accomplish a revival in | 
business.” 


American . 
in name and 
ownership 


EVERY state in the Union is well 
represented among the stockholders of 
the American Telephone and Telegraph 
Company. They include men and 
women in all walks of life—executives, 
laborers, clerks — a vast investment 
democracy. 

No one person owns as much as one 
per cent of the outstanding shares, the 
average number of shares held being less 
than thirty. Such widespread and diffused 
ownership imposes an unusual obliga- 
tion on the management to see to it that 
the savings of these more than 650,000 
people are secure and remain so. 

An indication of how faithfully this 
public trust has been carried out is the 
fact that dividend payments by the Amer- 
ican Telephone and Telegraph Com- 
pany and its predecessor have been 
uninterrupted over a period of more than 
fifty years. 

May we send you a copy of our booklet, 
“*Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 


Wy 
S 
| 
(a) 


AMERICAN BANKERS ASSOCIATION JOURNAL for JUNE, 


The mines of the Potrerillos Copper Company, Anaconda’s unit in Chile 


Our Investments in 


Foreign Markets 


(CONTINUED FROM PAGE 749) 


branch factories there, even now, is on 
only a very small scale. 

Our largest investment in a raw ma- 
terial of any single country is in Cuban 
sugar. The development of American 
sugar holdings in Cuba received its first 
impetus from the Cuban reciprocity 
treaty, and the acute sugar shortage 
during the war was instrumental in the 
rapid rise of our Cuban sugar stake to 
$750,000,000. 

The development of the Latin Ameri- 
can banana industry is one of the great- 
est achievements of American ingenuity 
and enterprise. We entered that enter- 
prise when its trade possibilities were 
unknown and have raised it to one of 
the most important items in the national 
economy of several Caribbean coun- 
tries. In the expansion of the banana 
industry there have been created entire 
communities in the fruit areas. 

Another of our chief investments in 
Latin American raw materials is in the 
petroleum resources of Mexico and 
Venezuela. The American stake in Ven- 
ezuelan oil properties has recorded a 
sharp increase in recent years because 
of all the difficulties experienced with 


Mexican oil concessions. We have in- 
vested about $750,000,000 in South 
American mining and almost $1,000,- 
000,000 in transportation and communi- 
cation systems over the entire continent. 

Our business investments in the rest 
of the world, while important, are not 
very large. Because of Australia’s re- 
moteness, there has been a growing ten- 
dency for many of our industries to open 
branch plants there. There also has been 
considerable interest displayed in the 
rich gold and copper mines of Africa. 
We have important petroleum proper- 
ties in China, as well as a few other 
industrial enterprises. A substantial 
stake is also had in public utility prop- 
erties in both China and Japan. 

There has been much discussion as to 
the reason for this extensive migration 
of our industries. The simple answer is 
of course that international trade is, like 
domestic trade, a question of price, qual- 
ity and service, and that these indus- 
tries have seen fit to improve their posi- 
tion in competitive markets by estab- 
lishing subsidiaries in their principal 
exporting areas. From strategic loca- 
tions distribution problems can be sim- 
plified and the market more accurately 
gauged. With the advent of endless tariff 
retaliation, import quota systems and 
harassing foreign exchange restrictions, 
the trend towards establishing foreign 
subsidiaries has gained momentum. 


Believe it or not, this is the Ford plant in Shanghai, China. A 
typically American building in the Orient 


1932 


Handling Personnel 


in Times Like These 


(CONTINUED FROM PAGE 773) 


sufficient because this improper mental 
attitude is deep seated, and in order 
that there may be more improvement, 
we must carry our teaching into the 
homes for it is the early home training 
which has the greatest influence. 

Without doubt, business will do its 
share to teach this flexible, cooperative 
spirit and will regard any cost as a de- 
sirable and needed investment. But the 
individual should supplement his daily 
work with evening school classes. In 
banking, we are particularly fortunate 
in having, in addition to our university 
schools of finance, the American Insti- 
tute of Banking which is an excellent 
source of good influence upon members 
of the financial field. 

In order to attain this general atti- 
tude of flexibility and pliability, it is 
our responsibility to make the public 
aware of the fact that it is through in- 
dividual responsibility and cooperative 
action that we can bring about this 
change. Business progress for the in- 
dividual is quite similar to general busi- 
ness progress as portrayed by statistical 
graphs. Those periods of business pros- 
perity that are shown on the statistical 
charts remind one of the band of a well 
worn hat, where the exact effort put 
forth by the wearer in spurts of energy 
is clearly marked by the peaks and val- 
leys where the sweat of his brow has 
discolored the hat band. 

If so, we are melting some of those 
frozen personnel assets and will soon 
fall into normal stride. It is an individ- 
ual and collective responsibility of those 
of us interested in our fellow workers 
on whose cooperation and sustained ef- 
forts we must depend for our daily 
bread and butter, to encourage more 
tolerance, more pliability of thought, 
more cooperative effort, and more 
personnel training to meet this situ- 
ation. 

This is the time to consider carefully 
what expenditures you should make in 
training and developing your workers. 
Do not worry if your hiring cost seems 
negligible in comparison with training 
expenses, for you must weigh this mat- 
ter of training prudently and thought- 
fully, spend your money wisely, and 
look upon the time, care, and interest 
so directed as a necessary investment 
in your business, as well as a contribu- 
tion to the general economic uplift of 
our country. 
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Behind the Bond News | 


(CONTINUED FROM PAGE V) 
| 
| 


which New York took no share. The 
first, consisting of £1,500,000 7s, came 
out in April, 1925, at a price of 90; 
the second came in June, 1927, and con- 
sisted of £1,900,000 614s, offered at 91. | 

The fifth loan, totaling £3,325,000, 
of which the United States took $4,500,- 
000, was to Bulgaria in December, 1926. 4 
The price here was 92, and the yield 
7.65 per cent. The sixth in the series 
of League loans was to Estonia in June, 
1927. It amounted to £1,520,000 of 7s, 
the American portion being $4,000,000. Ipce a8 k ers 
The price was 9414, the yield 7.40 per 
cent. After the second Danzig loan had e 
been sold in London in June, 1927, the 
eighth League issue was brought out in 
the form of a second offering of Greek 
bonds. The coupon was 6 per cent, and S5.000.000.00 
American bankers handled $17,000,000 
out of a total of £7,570,960. The price 
was 91, and the yield 6.65 per cent. Ac- | 
companying this loan was an advance 
to Greece by the United States Govern- 
ment of $12,167,000, the two loans be- 
ing equally secured. Last of the League 
loans was the Bulgarian 7)%s, totaling 
£5,520,000, of which $13,000,000 was 
offered here at 97. 


for 


Capital and Surplus 


THE LEAGUE’S ENDORSEMENT 


THESE loans bore the indorsement of 
the League of Nations’ Financial Com- 
mittee, and up to a few weeks ago they 
were a beacon of hope in a land weary 
with defaults. But it was not in the 
League’s province to supervise all loans 
made to its protégés. In 1930, for in- 
stance, Austria borrowed approximately 
$50,000,000 without benefit of the 
League’s protecting hand, and the other 
countries, too, obtained funds, both 
short and long term, without active 
League support. While it may be argued 
that without these additional loans the 
economy of the various nations would 
have been disrupted long before the 
cracks in the structure actually began 
to appear, it is equally undeniable that 
the needs of the borrowers for foreign 
exchange were considerably increased 
by the non-League loans, and so their 
position was rendered more vulnerable 
in time of depression and diminished 
foreign trade. Further, even though a 
borrower continue service on a League 
loan while allowing service on other is- 
sues to be defaulted, the fact of a de- 
fault on any obligation is enough to 
damage the borrower’s credit, thus weak- 
ening the position of the League loan. 

Hungary, as a matter of fact, did de- 
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fault certain external indebtedness, but 
made a point of announcing its intention 
of keeping up service on the League 
loan. But Greece did not show the 
League that much consideration. Be- 
fore the Grecian default was announced 
the League sent some special representa- 
tives to study the government’s financial 
position, and the recommendation was 
for a year’s suspension of sinking fund 
payments. The Greek Government, how- 
ever, would not accept this suggestion. 
When its efforts to get a loan in Europe 
failed, it discontinued service entirely. 

Possibly Greece will soon resume ser- 
vice. A body of expert financial thought 


5'7TH ST. AND FIFTH AVE. 


believes the default avoidable, and it is 
known that the international commis- 
sion in Greece has protested strongly 
against the stoppage of payments. From 
the experience something of value for 
the future may be learned. When the 
international commission began to func- 
tion a generation ago no one foresaw 
the possibility of an exchange crisis of 
the magnitude of the present one, with 
the result that the commission was di- 
rected to collect loan service in Grecian 
currency. Perhaps in the future, how- 
ever, the debt commissions will demand 
payment on foreign obligations in 
foreign currency. 
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The serious shock which the confj- 
dence of investors has suffered in the 
last two years, combined with the recent 
experience of Hungary, Greece and Bul- 
garia, has left the League loans, market- 
wise, in a dismal condition. The market 
attaches scarcely no value to the League 
sponsorship. In only one instance is a 
League loan giving a good account of 
itself in the market, and that is the first 
Austrian loan. The Austrian 7s sold in 
1923, offered under League benediction, 
are quoted nearly three times higher 
than the 7s sold in 1930. But in this 
case it is obvious that the market is 
paying tribute not to the League spon- 
sorship but is manifesting cognizance 
of the circumstance that the 1923 loan 
is guaranteed by most of solvent 
Europe. 

The action by Hungary in continuing 
service on the League loan and the char- 
acter of the first Austrian loan may 
provide a clue as to future procedure. 
Much foreign lending will have to be 
done before world trade is put back on 
its feet. If trade were good, the loans 
could be made easily; but it is a fair 
assumption that trade will not become 
really good until foreign lending is re- 
sumed. 


DEFINING THE STATUS 


IT seems highly desirable that League 
loans, especially those that are yet to 
come, be given a more clearly defined 
preferred status. The League mecha- 
nism is peculiarly well suited to repre- 
sent the interests of both borrower and 
lender in an international loan, yet the 
League is without the power and au- 
thority to enforce its recommendations 
once the borrower has the funds in hand. 
The devising of means for implementing 
the League’s authority is one calling for 
the consideration of the most expert in- 
ternational lawyer and banker, but that 
the need for such action exists must be 
clear to all. 

When an industrial concern gets in 
difficulties and needs to raise new 
money, the policy is sometimes adopted 
of putting out new securities prior to 
those already outstanding. The League 
loans, arranged only after careful study, 
are deserving this preferred position. 
Unless the borrowing governments make 
clear their intention of respecting this 
League priority the task of raising new 
funds over the next few years will be 
made vastly more difficult. On the other 
hand any action assuring these loans 
priority would appear to be a wholly 
constructive step. 

For the more impoverished countries 
it is quite likely that it will not be 
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enough to give uncontested preference 
to obligations contracted through the 
League. The investor will not unreason- 
ably demand more substantial assurance 
of the safety of his principal and in- 
terest. In such a circumstance the only 
available resort is the guarantee of more 
financially powerful governments. If 
Great Britain, France, Czechoslovakia, 
etc., have to dip into their pockets to 
make good on the 1923 Austrian loan 
the guarantee principle will no doubt get 
a setback and instantly lose some popu- 
larity among the guarantors. But it is 
demonstrably to the interest of the larg- 
er powers to rebuild Central Europe’s 
financial health, and if the guarantees 
are widely and equitably spread around 
the burden will not be unbearable. 

Currencies have again to be stabil- 
ized, power restored to central banks, 
governments which have been on short 
rations must be put again in funds, and 
business in several nations is prostrate, 
in part because of financial malnutri- 
tion. Into a rather similar situation 
nearly a decade ago the League’s Finan- 
cial Committee interposed itself. It per- 
formed a valuable service. In the early 
stages of the recovery from the present 
depression the services it will be called 
on to perform are, if anything, more 
necessary and exacting. The need for 
bold, decisive measures looking toward 
financial rehabilitation of a great part 
of the world is being demonstrated daily. 
One only hopes that the need is so un- 
mistakably clear that the leading gov- 
ernments do not try any longer to evade 
their responsibility. 


Recently— 


(CONTINUED FROM PAGE IX) 


said at the end of March to boast 
written support of 167 Representatives, 
with another 177 listed as doubtful; 
however, the House Ways and Means 
committee, finally took unfavorable ac- 
tion on all such bills. It is believed 
that this action effectually prevents 
their ever seeing the light of day. 
Two considerations that weighed heav- 
ily against the legislation were the 
threat of a Presidential veto; and, sec- 
ond, the vigorous open market policy 
of the Federal Reserve System, which, 
it was pointed out, stood to accomplish 
the same aims of inflation without in- 
volving borrowing or the issuance of 
fiat money. 

After a series of conferences between 
the President and the House Economy 
committee, an omnibus bill was agreed 
upon April 24, designed to save $263,- 


“CHECKED” IN GREASY GRIMY 
HANDS AND POCKETS 


For the time being, each check is a piece of money. It may go into a fine wallet 
or the grimy pocket of a suit of overalls. 

Hammermill Safety Paper has the all-around quality to meet the varying 
conditions, strength, durability, writing surface, and two safety features, the 
highly sensitized surface design and the water mark in the body of the paper 
itself. Hammermill makes only one grade of safety paper, the best that it can 
produce, made from raw material to finished product in one mill under the con- 
trol of the finest laboratory in the paper industry. 

Checks constitute the largest item of bank stationery. The selection of the 
right check paper is important. We are ready to cooperate with any bank official 
interested in obtaining facts that will assist him in selecting check paper. We 
have prepared a “test tube” of samples of Hammermill Safety Paper, contain- 
ing full size sheets to be used for testing, and suggestions for making your own 
practical tests. This “test tube of Hammermill Safety” will be sent without 
charge to any bank official. 


HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA 


“TEST TUBE” SAMPLES OF HAMMERMILL SAFETY PAPER 
d Ww) 


000,000. The House, however, on April 
27 balked the committee’s plan for ex- 
pediting action by throwing it open to 
amendments. It then set about methodi- 
cally wrecking the bill, completing its 
work a week later by passing what was 
left of the measure by a vote of 316-67. 
But $38,000,000 of the original $263,- 
000,000 savings remained. Meanwhile, 
even this was nullified, when the House, 
after 40 minutes’ discussion, passed the 
World War orphans’ and widows’ pen- 
sion bill, calling for the expenditure of 
$100,000,000 over the next five years. 
House passage of the Goldsborough 
bill, directing the Federal Reserve 


System to control money and credit to 
restore 1926 commodity prices does not 
raise any real expectations that it will 
become law. It is not regarded as hav- 
ing a chance in the Senate, and would 
unquestionably be vetoed by the Presi- 
dent. Nevertheless, this move provoked 
fresh misgivings abroad, and once more 
started a flow of gold to Europe. 

The Senate Banking and Currency 
committee, which had been considering 
an investigation of short sellers in the 
stock market, began its inquiry Friday, 
April 8, spurred by rumors that a “bil- 
lion-dollar bear raid” had been planned 
for the day following, Saturday, April 
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In the heart of 
the financial district 


Wis ATTRIBUTE the steady increase 


in our business to a 


growing appreciation 


of our commercial banking facilities and 


our strict adherence to the fundamental 


principles and practices laid down by the 


founders of this bank forty-three years ago. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 
CHICAGO 
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9. Early testimony indicated a more fer- 
tile field for investigation in the bull 
market preceding the collapse in 1929, 
and the inquiry soon switched in that 
direction. Congressman La Guardia of 
New York provided something of a 
sensation when he introduced testimony 
by Newton Plummer, former “publi- 
city man”, now awaiting trial on a 
charge of counterfeiting, that as go- 
between, he had paid over $200,000 to 
news writers to “bally-hoo” stocks in 
connection with bull pool operations. 
On April 26 hearings were suspend- 
ed and the investigation was turned 
over to a Senate “steering committee” 


which is headed by Senator Norbeck. 


WAR DEBTS 


JUNE 16 was set for the opening of 
the Lausanne reparations conference. 
Events of recent weeks have not in- 
creased hopes for definite settlement at 
that meeting. 

An interesting development, in Amer- 
ica, was the declaration of Alfred E. 
Smith, Democratic Presidential possi- 
bility, in favor of “forgetting” the debts 
for a period of 20 years. During this 
period, it is suggested by Mr. Smith, 
debtor nations should be credited with 
payments on their indebtedness at the 
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| rate of 25 per cent of the value of their 
imports from the United States. 


| PRE-ELECTION 


| UP to mid-April the New York state 
Governor had been regarded as all but 
nominated by the Democrats. “Al” 
Smith, between whom and the Governor 
feeling had been increasingly intense, 
started an anti-Roosevelt drive at the 
Jefferson Day dinner of Democratic 
leaders April 13. 

Two days later leadership of the New 
| York State delegation to the Chicago 
convention passed to John F. Curry, 
| Tammany chieftain, and up-state lead- 
ers friendly to Tammany. 

President Hoover continued to gain 
delegates steadily, and his nomination 
at Chicago apparently will be a formal- 


ity. 
ABROAD 

THE proposal with which Hugh Gib- 
son, American delegate, opened the 
Geneva disarmament conference—name- 
ly, that all “offensive” weapons be 
abolished—was assailed by Premier 
Tardieu of France, who declared that it 
would merely lead to evasions, and 
who again urged that the League be 
armed. The conference divided on these 
conflicting American and French pro- 
grams. It finally adopted a British sug- 
gestion for a qualitative reduction of 
arms. The French election campaign 
being imminent, the conference ad- 
journed for two weeks, during which 
time efforts were to be made to select 
the most specifically offensive weapons. 
No agreement could be reached. 

By unconditionally withdrawing from 
the Shanghai area within a month, the 
Japanese Government, according to 
Tokyo advices of May 11, intends to 
show the world that the Shanghai affair 
was not a premeditated act of national 
policy, but an unfortunate adventure 
thrust upon the Japanese army by the 
events of January 28, when naval forces 
sent to occupy Chapei to safeguard 
Japanese nationals, clashed with Chi- 
nese troops. 

The elections in France on the first 
two Sundays of May sent the Tardieu 
party down in crushing defeat. Edouard 
Herriot’s party, the Radical Socialist, 
was the largest winner, making it vir- 
tually certain that Herriot would be- 
come the new Premier. Meanwhile, on 
May 7, in the midst of the elections, 
Paul Doumer, President of France, was 
shot by a crazed assassin, dying 14 
hours later. Three days afterward, Al- 
bert F. Lebrun was elected President to 
succeed the martyred Doumer. M. 
Tardieu was asked by the new president 
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to remain in office until a successor was 
named; to which M. Tardieu agreed 
on condition that his successor be 
named by June 4. 

England, on April 18, announced the 
adoption of a new exchange policy in- 
volving the borrowing of £150,000,000 
to be used as a stabilization fund. The 
Macmillan Report of June, 1931, had 
urged a £50,000,000 fund of this type 
to support the pound, even before the 
latter went off gold. From 10 per cent, 
British tariffs were increased, as of 
Monday, April 25, to an average of 20 
per cent. The new levies are expected 
to affect substantially our exports to 
Great Britain. 


Editorials 


(CONTINUED FROM PAGE 747) 


nature of things, render personal, advis- 
ory services, except in the area of its 
home-office or head-office—i. e., unless 


it establishes a trust department of its 


own. 

The third and main purpose of a 
trust is to provide for the exercise of 
discretion by a third party. The life 
insurance company, under its modes of 
settlements, may give the beneficiary 
discretion about payments uf principal 


and / or income, but it cannot reserve for | 


itself or receive such discretion. It may, 


for example, contract to give the widow | 
the discretion to withdraw so much of | 


the principal each year, but it cannot 


retain the right, in its discretion, to | 
withhold from or pay over the principal | 


to her. The insurance company must 


pay according to contract and not in the | 


exercise of its discretion. 

As to the comparative safety of the 
proceeds left with the insurance com- 
pany under one of its modes of settle- 


ment and those trusteed to a trust in- | 


stitution, there is no difference. Equally 
well-managed life insurance companies 


and trust institutions are equally safe. | 


Besides, if a trust institution should 
close for liquidation or reorganization, 
that would not jeopardize its trust as- 
sets. The investment policies and invest- 
ment securities of a life insurance com- 
pany and a trust institution are sub- 
stantially the same. The investment 
plan only is different, in that the in- 
surance company pools all of its invest- 
ments and treats them as an entity, 
whereas the trust institution, apart 
from the few commingled funds, keeps 
the investments of each trust separate 
from those of every other trust and 
separate also from those of the institu- 
tion itself. The practical effect of this 
difference in plan of investment is that 
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Liquid 
COLLATERAL 


Corporate Trust Shares may be 
converted, at any time and in any 
number, directly through the 
trustee into the underlying shares 
or cash. In addition, more than 
1500 banksand investment houses 
throughout the country regularly 
buy and sellthem. Bid and asked 
prices are published daily in 
leading newspapers. 


ORPORATE 


TRUST SHARES 


Accumulative Series* 


This is a fixed investment trust sponsored by 
ADMINISTRATIVE AND RESEARCH 
CORPORATION 


ADMINISTRATIVE 
120 Wall Street 


*Also available in distributive type known as Series AA 


New York 


Your Customers Who Hold OLD SERIES corporaTE TRUST SHARES 

may obtain, without cost, Warrants which expire June 15, 1932, evidencing the 

right to exchange for cither of the new series on a preferential basis. Get details 
from any authorized distributor. 


The Portfolio of the 
new Accumulative 
Series is comprised 
of stocks of these 


30 COMPANIES 


INDUSTRIALS 
Allied Chemical 
American Can 
Am. Radiator & S. S. 
American Smelting 
American Tobacco 
Borden 
du Pont 
Eastman Kodak 
General Electric 
International Harvester 
National Biscuit 
Otis Elevator 
Procter & Gamble 
Union Carbide 
United States Steel 
Westinghouse 
Woolworth 


UTILITIES 
Amer. Tel. & Tel. 
Columbia Gas & Elect. 
Consolidated Gas of N.Y. 
Electric Bond and Share 
North American 
United Gas Improvement 


RAILS 
Atchison Top. & Santa Fe 
New York Central 
Pennsylvania Railroad 
Union Pacific 

OILS 
Standard Oil (Indiana) 
Standard Oil (New Jersey) 
Texas Corporation 


16 shares of each stock except 
Electric Bond and Share (5 
shares of which are included) 
underlie one unit. 


the return from insurance companies 
tends to be constant, whereas that from 
the trust institution tends more nearly 
to reflect current income-yields. So far, 
the return from trust institutions has 
been somewhat higher than that from 
insurance companies. But taking a busi- 
ness cycle as a whole, the return from 
the two will be substantially the sames 

Not safety or return, but the objec- 
tive to be attained, should be the basis 
of choice as between the trust and an- 
other mode of settlement. 


ORIGINAL 


NIGHT DEPOSITORY 


THE BANK VAULT INSPECTION CO 
S SOUTH 18TH. STREET 
PHILADELPHIA. PA 
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AMERICAN BANKERS 


before they ie started / 


Just as surely as burglars and bandits attempt to 
attack anA. D.T. Central Station protected bank, just 
as surely is an A.D.T. patrol speeding to the scene. 


A.D.T. Central Station protection services include 
electrical devices installed within the bank which 
transmit warning signals—day or night—to the near- 
est A.D. T. Central Station. There is immediate, or- 
ganized response of the armed forces of A.D.T., 
with police department cooperation, when needed. 


It is significant that the United States Treasury and 32 
Federal Reserve Bank Buildings are protected by 
A.D.T. systems. A new booklet—“The Inside Story of 
Bank Protection”’—mailed to executives on request. 


AMERICAN DISTRICT: 


When Bank Customers 
Stop to Think 


UT in the Middle West a bank 
posted notice early one morning re- 
cently that it would not open. 

Across the street, its competitor plan- 
ned to open as usual, but realized that 
trouble probably would develop. A line 
which began to form outside half an 
hour early justified the conclusion. The 
executive officer walked down past the 
cages: 

“Pay no more than $100 per person 
on demand deposits. If they object, 


don’t argue; send them to me.” To the 
savings tellers: “Pay no more than $50 
to any person. Don’t argue; send them 
to me.” 

The doors swung back and the crowd 
rushed in. Fairly good order prevailed. 
The executive officer held his ground 
with a number of depositors in confer- 
ences on withdrawals and they left sat- 
isfied. 

Then came one depositor who began 
4o protest loudly at the paying window. 
Shown to the officer, he flourished a 
check for his total balance, and emphat- 
ically demanded it. He was met cour- 
teously but adamantly. 
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He left in anger but presently re- 
turned. 

“T’ve consulted my lawyer. You can’t 
do this. Give me my money,” he de- 
manded. 

“No,” said the officer, and he meant 
it. 

The bank survived, and business went 
on as usual. Three weeks later the con- 
sulting depositor returned. 

“T want to apologize,” said he. “This 
bank made me. Several years ago I had 
nothing, and you lent me $500. Today 
I have a 1,500 acre farm unencumbered, 
and some additional land with but a 
small mortgage. Now I try to slap you 
in the face.” 


What to Pay 
Trust Representatives 


HAT can we pay for trust business 

on the basis of present worth? This 
is a problem for each individual bank to 
solve. Banks operating in a compara- 
tively limited trust field should not 
attempt to employ full-time trust rep- 
resentatives for this work. We can af- 
ford to pay less in one community than 
in another according to the scale of liv- 
ing and availability of men with proper 
qualifications. It is fruitless to attempt 
to lay down any rigid rule. 

A high-grade trust representative is a 
valuable man for the bank over and be- _ 
yond the actual trust business he se- 
cures. Every day he is dealing with 
human, personal problems. The atmos- 
phere in which he works inspires good- 
will, an unhurried view of things, 
thorough investigation and deliberate 
decision. Successful trust development 
depends not upon speed but upon steadi- 
ness. The prerequisite of helpful trust 
service is confidence, and confidence 
cannot be secured overnight. It is a 
plant of slow growth, and must be cul- 
tivated by tact and sympathetic under- 
standing of human nature. A_ well- 
trained trust representative must also 
have the fundamental foundation of a 
knowledge of trust procedure, taxes, 
laws of descent and inheritance, and 
business practice. We cannot secure this 
type of man for the salary of a typical 
inside bank man. No trust representa- 
tive should be handicapped by inade- 
quate compensation. He must be free 
from financial worries. He should be 
able to move in a circle of friends and 
acquaintances that will stamp him with 
general approval and impart initial con- 
fidence.—W. Herrick Brown, Asst. Vice- 
President, Old Colony Trust Co., Bos- 
ton, Mass. 
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Trust Companies Can 


Serve Philanthropy 
(CONTINUED FROM PAGE 756) 


some exception as already noted is 
through (1) the “declaration of 
trust” by which participating trust 
companies or banks agree, as trustees, 
to receive gifts and bequests to the com- 
munity trust and to administer such 
property for which they are paid the 
customary fee for fiduciary service; (2) 
the “trustee banks and trust companies” 
whose function is the care and invest- 
ment of the principal funds of the com- 
munity trust; and (3) the “distribu- 
tion committee” or “governing board” 
which directs payment of income avail- 
able for charitable purposes. 

The advantages of the community 
trust are: (1) the principal is safe- 
guarded by trust companies; (2) dis- 
tribution is determined by a changing 
representative board of trustees alive to 
the needs of the time; (3) better service 
is rendered to the community through 
accumulation of principal; (4) large 
and small donors have the same advan- 
tages through the machinery of manage- 
ment; (5) cost of administration is low, 
and competent supervision is assured. 

The personnel is composed of from 
5 to 15 persons of recognized ability 
and knowledge of the civic, educational 
and moral needs of the community. 
Three or more members are appointed 
by the probate or Supreme Court judge, 
the mayor, president of the chamber of 
commerce, etc. They serve without pay 
for varying terms of service. Annual 
financial statements are usually re- 
quired to be filed with the local probate 
court. Eight foundations have full-time 
directors. A representative of one of the 
trustee banks usually serves as secre- 
tary. 

When the early community trusts 
were formed, they were usually con- 
trolled by one bank. However, there has 
been a growing feeling that public con- 
fidence is increased if the concerted ac- 
tion of all leading trust institutions in 
a city is included. Therefore, of the 20 
leading trusts possessing over $100,000 
each, 13 or 65 per cent are today oper- 
ating on the multiple trust plan. In 
January, 1931, the Cleveland Founda- 
tion, formed originally under a single 
trustee, changed to a multiple basis 
through the adoption by 5 trust com- 
panies and banks of a uniform declara- 
tion of trust under which each bank is 
empowered to receive funds for the 
benefit of the foundation. In 1928 De- 


Three Reasons for the 


Stability of Utility Revenues 


Electric and gas utilities enjoy unusual 
stability of revenues, because. . . 


1 Electricity and gas are not subject to wide price 
fluctuations. While utilities do notmakethe profits 
a private business can earn in prosperous times, 
they do not suffer the same losses in poor times. 


2 Electricity and gas are growing industries which 
supply a daily need in the home. 


3 There is no problem of overproduction. Only as 
much gas and electricity is produced as is used. 


@ Of the Associated System’s 1,434,000 customers, 
1,189,000 are residential electric and gas users. The 
average annual use of electricity by residential cus- 
tomers increased 8.3% during 1931, and their use 
of gas maintained its previous level. This gain offset 
industrial losses to the extent that the System re- 
corded a total increase of approximately 1% in gross 


operating revenues for all departments. 


For information about facilities, service, rates, write 


Associated Gas & Electric System 


61 Broadway 


troit also changed from single to multi- 
ple trusteeship. 

Originally conceived to serve the 
needs of one community, community 
trusts have enlarged their activities to 
wider fields. Data available in 62 trusts 
shows 26 created to promote city or 
town welfare, 11 include the county, 4 
the city and state, 5 the state, and 16 
the city and any part of the world. The 
New York Declaration specifies that the 
income shall be used “for such public 
educational, charitable or benevolent 
uses and purposes as will, in the abso- 
lute and uncontrolled discretion of the 


New York 


European Stocks and Bonds 
Issued in dollars or 
foreign currencies 


® 
Bought—Sold—Quoted 
Coupons Cashed 


Alexander Kremer & Co., Inc. 
25 Beaver St., New York 


committee, most effectively assist, en- 
courage, and promote the well-being of 
mankind and primarily of the commun- 
ity comprising New York City and vi- 
cinity, regardless of race or creed”. 
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i LATE, this bank president has 
called in his officers for an explanation 
of a demand loan granted to a local candy 
company. The bank had called the loan 
and the borrower had declared his in- 
ability to pay. The president wanted to 
know “why”. 


The officials’ explanation was briefly 
this: only a few days before the bank’s 
call the candy company had discovered 
that its cash resources had practically 
been wiped out by the thefts of an un- 
bonded bookkeeper who, it appeared, 
had been systematically robbing his em- 
ployers for years. Before making the 
loan, the bank’s official had checked up 
on all the usual factors to be considered 
in such cases—even to the firm’s fire in- 
surance. But they had overlooked the 
human factor—they had neglected to de- 
termine whether or not the firm carried 
any fidelity protection. 
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“What do you mean, 
‘HE CAN’T PAY’?” 


you check up on FIRE 
insurance — why not on 
HUMAN insurance? 

Aman,as wellasa fire, 


can wreck a firm. 


Make sure that this never happens to you. 
Always insist that your commercial bor- 
rowers carry adequate Fidelity Bonds on 
their responsible employees, just as you 
now insist that they carry adequate fire 
insurance on their property. For a man, 
as well as a fire, can wreck a firm. 


FIDELITY & DEPOSIT 
COMPANY OF MARYLAND 


Home Office: 
Baltimore 


Representatives 
Everywhere 


Fidelity and 
Surety Bonds 


Burglary and Plate 
Glass Insurance 


Can Commodity 


Prices Be 
Controlled? 


(CONTINUED FROM PAGE 743) 
conditions produce desperate remedies 
and it was only to have been ex- 
pected that troubles in the banking 
world and business depression gen- 
erally would produce a crop of bank 
credit and similar measures reflecting 
rather more hysteria than common 
sense. In spite of the passage of the 
Goldsborough bill by the House and 
aside from a certain amount of playing 
to the galleries, however, radical mea- 


sures have so far been side-tracked one 
way or another and the ultimate re- 
sults of the session are not likely to be 
far out of keeping with conservative 
banking sentiment. Slowly, but perhaps 
surely, feeling has risen against radical 
remedies for present ills. There is no 
doubt that this changing sentiment in 
Congress is in response to instruc- 
tions from constituents. These instruc- 
tions may be briefly summed up in the 
idea: “Balance the budget and go home”. 

The fact is that there has been nosuch 
crystallization of support for any of 
these banking and credit measures as to 
justify a wary legislator venturing 
very far along an unknown path, espe- 
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cially in this, a campaign year. This ap- 
pears clearly in the course of the Glass 
bill in the Senate. Incubated a year and 
a half in sub-committee with the assist- 
ance of experts; cut and slashed in full 
committee; submitted to the Senate only 
to be again referred to the committee 
within a week; again cut and slashed in 
the Senate sub-committee; then again in 


full committee and again introduced in 
the Senate,—such is its record to date. 

As finally returned to the Senate the 
bill gives the Reserve Board broad 
powers to check the use of Reserve 
credit for speculation, it leaves the mat- 
ter of bank reserves where it now is, 
it provides for the divorce of bank af- 
filiates from parent institutions within 
three years, provides for a liquidation 
corporation and for branch banking in 
all states whether permitted by state 
laws or not and the establishment of 
branches within fifty miles of parent 
institutions over state lines. It meets 
practically all of the objections of the 
Federal Reserve Board to the original 
bill. Yet since the bill was reintroduced 
the author indicates his willingness to 
accept amendments to extend the period 
of divorce proceedings for affiliates 
from three to five years and perhaps 
to do away with the branch bank pro- 
visions entirely. 

There is, or at least has been, a con- 
|siderable demand for the Liquidation 
Corporation features of the bill. Yet 
over this feature there is still contention 
| at this writing, as to whether its capital 
of around $250,000,000 shall come from 
the reserves of the Reserve banks as 
originally proposed; from the Federal 
Treasury; from the reserves of the Re- 
serve banks and from _ subscriptions 
from member banks; or, as last pro- 
posed, $125,000,000 from the Treasury 
/and the rest from the reserves of the 
'Reserve banks and contributions from 
member banks. 

There are objections to almost all 
other provisions of the bill. Senator Glass’ 
main idea, that of the prevention of the 
use of the credit facilities of the Federal 
Reserve for speculations,—is still there. 
One by one subsidiary provisions have 
been stripped from the bill, added to it, 
taken away and modified and may be 
added to it, taken away and modified 
again. But all this process is not making 
friends for the measure. Controversies 
over even minor provisions do not 
promise prompt passage of such a mea- 
sure by the Senate before the national 
political conventions in June or in any 
short session Congress may be com- 
pelled to hold after the conventions. 

There is still in Congress a feeling 
that the effect of the bill, actual or 
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psychological, will be deflationary. If 
there is one thing besides a possible ad- 
verse soldiers’ vote which frightens Con- 
gress into fits it is the word “deflation.” 

Then, too, there is an increasing dis- 
position in Congress to put off the whole 
subject of important banking legisla- 
tion. Legislators have come to realize 
that there is no short cut to returned 
prosperity in bank and credit legisla- 
tion. The general subject has come to 


loom in all its essential size before them | 


as something to be regarded warily and 


with due regard for consequences to the | 


legislator as well as to the public. Most 


members of Congress have come to real- | 
ize that none of the measures so far | 
submitted offers anything like a compre- | 


hensive treatment of the subject. 


Hence few of them are in so much of | 


a hurry about bank legislation as they 
were. Tax and economy measures and 
politics are more pressing and, after all, 
a hectic session submerged in such mat- 
ters is scarcely the forum in which to 
thresh out the various questions of bank 


policy and give the country that consid- | 


ered, permanent, safe and constructive 


legislation which, they believe, Amer- | 
ican banking requires. The Congress is | 


becoming a little wary of psychological 
results. 


Will the British 


Empire Coalesce? 


(CONTINUED FROM PAGE 763) 


if the business went overseas, and Brit- | 
ish coal passed their doors on its way to | 


Ontario and Quebec. 

This very brief summary of some of 
the industrial interests involved in 
empire trade, should at least show that 
the immediate possibilities are narrow. 
In just what direction do they lie? Un- 
doubtedly attention will, for the pres- 
ent, be devoted to articles now imported 


into the empire from foreign sources. | 


They include, in the case of Great 
Britain, grain from the Argentine, but- 
ter and cheese from Denmark, and 
many other goods of a kind produced 
within the empire. The British domin- 
ions will aim first of all at securing this 
trade. The dominions themselves are 
buying many kinds of machinery, 
chemicals, clothing, and office equip- 
ment from the United States, Germany 
and other foreign manufacturing na- 
tions, which trade might be diverted to 
Great Britain. If the dominion markets 
look big enough to the United Kingdom, 
and if she in turn will go far enough 
in the way of excluding foreign supplies, 


0 


| 


HE advantages of ample resources, 


it 


complete national and international 


facilities, and the service of experienced 


officers are available to the customers 


of this Bank. 


‘Guaranty Trust Company of New York 


140 Broadway 


LONDON PARIS BRUSSELS 


LIVERPOOL HAVRE 


Capitat, Surptus AND Unopiviveo Prorits $284,963,384.21 


there are possibilities of business being 
done at Ottawa. 

Besides tariffs and trade, there of 
course are other economic matters to be 
discussed. The conference jikely will 
consider means for stabilizing exchange 
rates within the empire, possibly even 
going as far as to discuss the establish- 
ment of an empire monetary unit and 
a central empire bank. Though this 
subject has been mentioned by the head 
of the Canadian Chamber of Commerce 
as the first plank for the conference, it 
may actually be shelved for matters of 
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more direct concern, because of the 
definite prospects for the stabilization 
of the British pound. It must be re- 
membered that Australia, New Zealand 
and many other parts of the empire 
use English money. 

Shipping, though closely linked with 
tariffs and trade, will have direct at- 
tention. It will undoubtedly be one of 
the points on which the dominions, with 
the possible exception of Canada, will 
be prepared to offer substantial con- 
cessions or advantages to the mother- 
country. 


ANTWERP 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC NotTEs 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


OFFICES 
Executive Office -- 


IN 


CAPITAL AND SURPLUS 


PRINCIPAL 
BrRoADWAY at 57TH STREET ~ 


CITIES 
New York City 


SEVENTY MILLION DOLLARS 


Strengthen the Mortgage 


serious loss. 


by Safeguarding the Title 


A sound title is the mainstay of a mortgage investment. 
If the title fails, or is attacked, the investor is faced with 


Protect your mortgages and make them more market- 
able by obtaining Mortgagee Title Insurance Policies. 
We insure titles to real estate located anywhere in the 
United States. May we send you detailed information? 


NEW YORK TITLE 


AND MORTGAGE COMPANY 


135 Broadway, New York 
A Unit of The Manhattan Company 


far 


Eventsand Information 
within the 


Association 
(CONTINUED FROM PAGE 769) 


have been made in the Institute con- 
stitution regarding election of officers. 
The Public Relations Commission was 
disbanded for the purpose of effecting 
a reorganization in this work. The State 
Secretaries reported closer cooperation 


between the state associations and the 
American Bankers Association. 


Other Activities 


ARTHUR B. Taylor, president, Lorain 
County Savings and Trust Company, 
Elyria, Ohio, was chosen as chairman 
of the Bank Management Commission 
following the death of C. A. Chapman, 
president, First National Bank, Roches- 
ter, Minnesota. 

Ronald Ransom, vice-president, Ful- 
ton National Bank, Atlanta, Georgia, 
was chosen as vice-chairman of the 
Bank Management Commission. This 
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action was taken by the members of the 
Commission at the Executive Council 
meeting, White Sulphur Springs, April 
25, 1932. 


UNDER a new policy adopted by the 
Executive Committee of the Trust Divi- 
sion at the Spring meeting in White 
Sulphur Springs, the Trust Division will 
inaugurate next year the publication of 
an annual yearbook. 

The yearbook will take the place of 
the proceedings of the four annual trust 
conferences which heretofore have been 
published separately. Under the new 
policy the proceedings of the annual 
Mid-Winter Trust Conference, the 
Regional Trust Conference of the Pacific 
Coast and Rocky Mountain States, the 
Mid-Continent Trust Conference, and 
the Southern Trust Conference will be 
published in one volume as soon after 
the annual Mid-Winter Trust Confer- 
ence as practical. The first yearbook of 
the Division will appear in 1933. 

Under the new policy, the Division 
expects to furnish members with one 
compact volume of all proceedings for 
each year instead of four separate pub- 
lications. The change, it is believed, will 
be welcomed by members as an im- 
provement both for current use and for 
reference. 


THE Protective Department, during 
the six months ended February 29, 
caused the arrest of 93 bank burglars 
and bandits, or 187 of the total of 289 
bank criminals apprehended during the 
period. 


CONVENTION CALENDAR 


DATE STATE 
1932 ASSOCIATION 


June South Dakota 
June South Carolina 
June Florida 

June Oregon 

June Ohio Akron 

June Washington Pullman 

June District of Columbia 

Hot Springs, Va. 
Grand Forks 
Payette Lake 


PLACE 


Watertown 
Columbia 
Jacksonville 
Eugene 


June 
June 
June 
June 
June 
June 
June 
June 


North Dakota 
daho 

New York 
Minnesota 
Colorado 
Connecticut 
Utah 

Maine 


ye 

St. Paul 
Evergreen 

New London 
Salt Lake City 
South Poland 
Des Moines 
Lexington 
Milwaukee 

Old Point Comfort 
Mackinac Island 
Glacier Park 
Rawlins 


Iowa 
Kentucky 
Wisconsin 
Virginia 
Michigan 
Montana 
Wyoming 


June 20-22 
June 22-23 
June 23-24 
June 23-25 
July 11-13 
July 22-23 
Sept. 2- 3 


AMERICAN BANKERS ASSOCIATION 
MEETINGS 


June 6-10 A. I. B. Convention 
Los Angeles, Cal. 
Sept. 29-Oct. 1 Tenth Regional Trust 
Conference 


Los Angeles, Cal. 
3-6 A. B. A. Convention 
Los Angeles, Cal 


Oct. 


+ +. | 
| | 
| 
SECURE AS THE BEDROCK OF NEW YORK | 
14-16 
17-18 
19-88 
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“Business at the 


Old Stand” 


(CONTINUED FROM PAGE 751) 


campaign to the general public. 

If an educational campaign showing 
the relationship between the individual 
and his bank, his business and his com- 
munity had been launched, let us say, 
ten years ago, the fury and extent of 
the recent crisis might have been mini- 
mized. 

But that is water over the dam. Let 
us hope that in the near future when 
things return to normal, some organiza- 
tion like the American Bankers Associa- 
tion or the national Financial Advertis- 
ers Association will launch a national 
educational campaign of this nature 
which will so inform and fortify the 
public mind that it will not be stampeded 
so easily into hysterical fear. (I have 
my doubts whether such a campaign will 
ever be launched, because human na- 
ture is a queer thing and when business 
begins to hum again we shall probably 
get back into the highly competitive 
scramble in which banks formerly en- 
gaged, and neglect again this important 
phase of public information or public 
relations. It is the old story of the Ar- 
kansas farmer with the leaky roof— 
when it rained he couldn’t fix it and 
when the sun shone there was no need 
for fixing it.) 

In the meantime, banks can do no 
more sensible job of re-inspiring public 
confidence than by the indirect ad- 
vertising method of impressing the 
public that the bank is there to stay 
and ready to do business at the old 
stand. 

We'll all agree that what is needed is 
a re-birth of confidence in general, and 
in banking in particular. But the usual 
ballyhoo we read now about “have faith 
in America” and urging people with un- 
certain and curtailed buying power to 
“buy now” is being greeted indifferently 
by a cynical and sorely tried public. 
What the country needs to restore its 
morale is an indication that credit is 
again available and that banks are re- 
suming their normal lending functions. 
Perhaps we shall reach that stage sooner 
than we think. 

The time will come when conditions 
or new plans of merchandising old or 
new banking services will justify step- 
ping out of the crowd and embarking 
on sound and aggressive bank advertis- 
ing and selling campaigns. In the mean- 
time, “business at the old stand” is the 
wise course to pursue. 
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We specialize in markets for all unlisted mid- 


western bonds, stocks and fixed trust issues. 


Our service is confined to banks, dealers, 


and financial institutions. To any inquiry you 


make, we will give our prompt attention. 


VORIES FISHER & CO. 


Members: Chicago Stock Exchange, Chicago Curb 
Exchange, New York Curb Exchange (Associate) 


105 S. La Salle St., Chicago, Illinois 
Telephone STAte 2650 


Correspondents of E. W. Clucas & Co., New York City; Members New York Stock Exchange 


Two Examples of 
Trusteed 
Benefit Funds 


(CONTINUED FROM PAGE 759) 


ployee. The committee has full discre- 
tion in selecting the beneficiaries and 
ordering the payments, and the trustee 
has no obligation to see to the applica- 
tion of the funds. 

In the other trust, the machinery for 
distribution and application of the funds 
is somewhat more elaborate and de- 
tailed. First, there is an advisory com- 
mittee of seven members selected from 
the officers and employees of the com- 
pany and appointed by the president 
annually. All applications for assistance 
must be made to this committee. The 
committee may of its own accord initi- 
ate proceedings to assist an employee 
or his dependents. The committee, 
after investigating a case, renders to 
the committee on awards a written 
report, together with a brief state- 
ment of the facts and its recommenda- 
tions. 

The committee on awards consists of 
not less than three nor more than five 
members selected from among the offi- 
cers of the corporation, of which com- 
mittee the president is ex officio chair- 
man, and is appointed by the president. 
This committee receives and considers 
the recommendations of the advisory 
committee and makes such awards to 
employees or their dependents as it 
deems just and meritorious. If the presi- 


HAPPY 
BACHELORS 


Large, light, airy, comfortably furnish- 
ed apartments of 1 or 2 rooms with 
bath and open fireplace. Complete ser- 
vice. A bank executive’s home of dig- 
nity and quiet for work or rest. In the 
heart of everything. Excellent cuisine. 
Reasonable. Write for descriptive folder 
or call Mrs. Albert R. Keen, VAnder- 
bilt 3-2233. 


TRANSIENT OR RESIDENTIAL 


The Mansfield 


12 WEST 44th ST.AT 5th AVE.N. Y. 


dent of the company fails to appoint 
the committee or if the committee fails 
to function, the trustee, through its trust 
officer in charge, makes the appoint- 
ments. 

In this trust too, the committee is 
authorized either to make outright gifts 
or to make loans, subject to these limi- 
tations. Outright gifts can be made out 
of income only. Loans can be made out 
of principal upon such terms and for 
such time as the committee on awards 
shall direct. If a loan is not repaid or 
becomes uncollectible, the amount of it 
must be repaid to the principal out of 
income so that the principal will not be 
depleted. 

Both trusts, though charitable in na- 
ture and therefore potentially perpetual, 
nevertheless provide a means of termi- 
nation. In one the committee by a three- 
fourths vote may declare that the trust 
has served its purpose and so certify to 
the trustee; whereupon the trust will be 
terminated and the principal and ac- 
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days the 
JOURNAL 


to BANKERS 


HIS, your own publica- 
tion, offers your bank a re- 
markable opportunity to talk to 
other banks about correspondent 


accounts, 


More important still, the 
Journal’s pages give you the 
chance to tell your story to thou- 
sands of bank directors who are 
executives in our greatest busi- 
nesses. Journal readers are direc- 
tors or directing heads of over 
50,000 companies. And there are 


over 90,000 such readers. 


O YOU like the JouRNAL in 

its new form? Though we've 
had many congratulatory letters 
since the March issue, we'd appre- 
ciate hearing from you. Building 
the JOURNAL the way you want it 
is our job—and expressions of opin- 
ion from readers are helpful and 
welcomed. 


Consider these facts carefully. 
Consider, too, the low cost of 
Journal advertising space for 
though the net paid circulation 
is over 34,000 copies per month, 
the page rate is only $250 ona 
12-time contract. 

May we tell you more about 
the Journal and how we believe 
it can be helpful to your bank or 
one of your businesses? Just ad- 
dress the Advertising Depart- 
ment and there’s no obligation, 


of course. 


“AMERICAN BANKERS 


Association 


JOURNAL 


22 East 40th St. New York 


ALDEN B. Baxter, Adv. Mgr. . . . . . New York 
RoBert W. KNEEBONE, 230 No. Michigan Ave., Chicago 
J. Howarp Snow ...... . . New York 
R. J. Brrcw & Co. . . Los Angeles and San Francisco 
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ACIFIC 


cumulated income added to and made a 
part of the community trust of the city 
in which is located the company that 
created the trust. In the other, it is pro- 
vided that, if there are no employees or 
dependents to be helped, the trust shall 
be terminated and the principal and in- 
come, except enough to satisfy awards 
already made, turned over to the state 
university for the assistance of worthy 
students working their way through 
school. 


Insurance Companies 
Operate 10 Million 


Acres of Farms 


(CONTINUED FROM PAGE 758) 


state, has a regular fleet of workmen, | 


paint sprayers and carpenters who trav- 
el from one farm to another keeping 
the buildings and equipment in repair. 


Another conducts an experimental farm | 


in Ohio. 


Up to 40 years ago, farm mortgages | 


were considered about as good an invest- 


ment as anyone could find. A period of | 
inflation followed. From 1900 on they | 


came into their own again.The farmer 
borrowed and prospered. By 1918, the 
farmer was buying more land, he was 


buying cattle, machinery, radios, house- | 


hold equipment and sending his son to 
college. 


But prices dropped and since 1920, | 


the farmer has been a problem for him- 


self, his local banker and the insurance | 
company. He has had to change his | 
standard of living; he no longer leads a | 
carefree existence; he must adopt busi- | 
ness methods for his farm or lose it. If | 
he is indolent, he must make way for a | 
more industrious tenant, but if he is | 


merely a victim of conditions, the in- 


surance company will aid him to get on | 


his feet again. 
Because of localized situations, the 


small group of insurance executives who | 
have this huge undertaking on their 
shoulders is finding it necessary to di- | 


vide the country and their activities to 
meet the demands of the cotton planter 


in the South, the wheat grower in the | 
Northwest and the vegetable grower in | 
the far West. In the making is a regional | 
association of field men who can educate | 


the farmer and teach him how to culti- 
vate the soil and reap the greatest re- 
turn for his labors. 

The potentialities in this activity are 
obvious. Its effect on the future of ag- 
riculture in the country at large is a sub- 
ject for interesting speculation. 


LIGHTING 


CORPORATION 
Established 1886 


Dividend Notice: Common Stock Quarterly Dividend 
No. 91 of 75 cents per share, payable May 16, 1932, to 
stockholders of record April 20, 1932. 


$6.00 Preferred Stock Quarterly Dividend No. 99 of 


$1.50 per share, payable April 15, 1932, to stockholders of 
record March 31, 1932. 


Dividends on the foregoing issues, as well as on all the out- 
standing Preferred issues of the subsidiary companies, have 
been paid without interruption since the initial dividend. 


LOS ANGELES GAS & ELECTRIC CORP. 
SOUTHERN CALIFORNIA GAS CORP. 
SOUTHERN CALIFORNIA GAS CO. 
SOUTHERN COUNTIES GAS Co. 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET,SAN FRANCISCO 
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HENRY J. MERGLER 


Institute Leaders 


E annual convention of the 
American Institute of Banking is 
the most important event of the 

banking year for thousands of young 
men and women who have chosen this 
profession. Particular emphasis will be 
given this year to advertising, the devel- 
opment of new business and special 
problems of administration growing out 
of the depression. The dates of the con- 
vention are June 6 to 10 and the city 
is Los Angeles. 

The President of the Institute for the 
coming year will be Frank N. Hall, con- 
troller of the Federal Reserve Bank of 
St. Louis. Mr. Hall was born in Corn- 
ing, New York, but spent the great part 
of his boyhood in Sayre, Pennsylvania. 

His parents moved to St. Louis, Mis- 
souri, and it was there that he received 
a major part of his public school educa- 
tion. Later he attended a school in Gale- 
ton, Pennsylvania, and finishing there, 
returned to St. Louis where he entered 
the employ of a millinery company. 

In 1906 he joined the ranks of the 
Mechanics-American National Bank. 
He left its employ in 1916 to accept a 
position with the Federal Reserve Bank 
of St. Louis and was elected assistant 
cashier of that institution in 1920 and 
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became the controller during 1927. 

He has been active in St. Louis chap- 
ter affairs since the day of joining, hav- 
ing served in all of the official positions 
—in 1920-1921 that of president. For 
a number of years, he conducted classes 
in the St. Louis chapter and is now a 
member of the faculty of the Missouri 
Institute of Accountancy and Law. 
From 1921-1924, he served as a member 
of the Executive Council of the national 
organization and in 1931, at the Pitts- 
burgh convention, was elected Vice- 
President. 

HENRY J. MERGLER, who served 
as President of the Institute during the 
past year, is assistant treasurer of the 
Fifth-Third Union Trust Company, 
Cincinnati. He was born and reared in 
Ohio, receiving his elementary educa- 
tion at Mt. Carmel and later at Mt. 
Washington. He started to work for a 
printing company but after a year gave 
up this position and entered Marietta 
Academy. He graduated from this in- 
stitution in 1902. 

e 
A new series of questions taken 
from American Institute of Bank- 
ing examination lists will be 


published on this page in next 
month’s issue of the Journal 


ALAN MACEWAN PORTRAIT 


FRANK N. HALL 


He was employed by the Dime Sav- 
ings Bank of Marietta, Ohio, for a short 
period and then came to Cincinnati and 
was employed by the Union Savings 
Bank & Trust Company, now the Fifth- 
Third Union Trust Company. He was 
elected assistant treasurer of the Union 
Savings Bank & Trust Company in 
1919. He studied law at the McDonald 
Law School of ‘the Cincinnati Y. M. C. 
A., was admitted to the Bar in 1907, 
and practised law for two years. 

In 1904 he joined the American In- 
stitute of Banking and became active 
after the completion of his law work. He 
is an Institute graduate. In 1911 he was 
elected president of Cincinnati chapter. 
He organized and for 11 years taught 
a class in commercial law and negotia- 
ble instruments in the local chapter. He 
also taught commercial law at the Col- 
lege of Finance, Commerce, & Accounts 
of the University of Cincinnati. He has 
served on many local and national In- 
stitute committees. In 1912 he was elect- 
ed a member of the Executive Council. 
At the Denver convention in June, 
1930, he was elected to the vice-presi- 
dency of the American Institute of 
Banking and to the presidency at the 
Pittsburgh convention in June, 1931. 


